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THE  ENGLISH  RAILWAY  AND  CANAL  CX)M. 
MISSION   OF  1888. 


While  the  law  providing  for  the  Commission  of  1873 
passed  both  Houses  of  Parliament  with  comparative  ease, 
and  received  but  little  opposition  from  the  railway  inter- 
est, the  law  of  1888  developed  by  small  degrees,  and  met 
much  opposition.  The  report  of  the  Committee  of  1881 
had  stated  that  a  permanent  railway  tribunal  was  nec- 
essary.^ Railway  Commission  legislation  was  introduced 
regularly  between  1882  and  1886.  In  1885  the  nine  prin- 
cipal railways  submitted  bills  to  Parliament  embodying 
a  general  classification  and  a  rearrangement  of  their  max- 
imimi  rates.  But  the  protests  of  the  traders  led  to  the 
withdrawal  of  these  measures.  The  defeat  of  the  govern- 
ment in  1886  on  the  Irish  Question  prevented  any  further 
action  at  that  tune.  In  1887  a  regulative  measure,  which 
in  some  respects  resembled  the  legislation  of  the  following 
year,  passed  the  House  of  Lords. 

^RtpoH  6f  S^Utt  Commmm  <m  BaOway,  1881,  Part  I.,  p.  lit 
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So  far  as  the  f onn  of  the  OommisBioii  is  concernedy  the 
most  importimt  ^changes  introduoed  by  the  legislation  of 
1888  were  the  court  organisation  tA  the  Commission  and 
the  limitation  of  the  ri^t  of  appeaL  Under  the  old  or- 
ganisation the  Commission  was  conadered  to  be  in  the 
saipc^  position  as  any  inferior  court,  and  mi^t  be  pro- 
hibited from  proceeding  in  matters  over  which  it  had  no 
jiirisdiction.^  Now,  by  giving  the  Commission  a  definite 
court  organisation  and  by  making  its  decisions  final  on 
questions  of  fact,  much  strength  was  added. 

The  new  legislation  provided  for  a  Commisson  of  five 
members,  composed  of  two  lay  and  three  ex-offido  mem- 
bers. The  ex-officio  members  are  superior  court  judges, 
one  for  En^and,  one  for  Scotland,  one  for  Ireland.  The 
active  Commission  at  any  one  time  has  a  membership  of 
three,  the  two  lay  commissioners  presided  over  by  the 
designated  superior  court  judge  of  the  country  in  which 
the  Commission  is  sitting.*  While  the  judges  who  serve 
on  the  Commission  are  appointed  for  terms  of  five  years, 
the  lay  commissioners  hold  office  on  a  good-<x)nduct  tenure. 
The  old  provision  whereby  one  of  the  lay  commissioners 
was  to  be  "of  experience  in  railway  business"  was  con- 
tinued; and  Mr.  Price,  the  railway  member  of  the  former 
Commission,  was  reappointed.  The  qualification  of  the 
other  lay  commissionor  was  not  specified.  To  this  posi- 
tion Sir  Frederick  Peel,  whose  training  was  legal  and  who 
had  been  a  member  of  the  Railway  Commission  in  1873, 
was  appointed.  The  lay  commissioners  were  admonished 
of  their  judicial  functions,  for  in  their  letters  of  appoint- 
ment they  were  informed,  '*  Doubtless  you  will  feel  that 
the  judicial  nature  of  your  office  is  also  incompatible 
with  any  acti\T  engagement   in  political  controversies." 

»  Toomtr  v.  L.  C.  /).  Ry.  Co,  and  S,  K,  Ky,  Co..  3  R.v.  and  Canal  Traffic  Cases,  98. 

'The  draft  legislation  of  1SS7  had  provideil  a  cumbrous  arraaitpTnent  whereby 
the  judicial  commissioner  was  to  prpj«ide  when  a  question  of  law  was  involved, 
while  in  other  matters  his  attendance  was  to  be  invited  by  the  lay  commissioners, 
**if  it  was  expedient  for  the  better  performance  of  the  Commission's  dutiee." 
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While  the  jurisdiction  given  by  the  Act  of  1888  em- 
braces a  variety  of  functions,  the  most  important  of  which 
are  undue  preference,  facilities  for  traffic,  traffic  on  steam- 
boats, through  rates,  rate-books,  terminals,  legality  of 
rates,  provisions  relating  to  private  branch  sidings,  and 
references  under  the  Board  of  Trade  Arbitrations  Act, 
1874,  the  most  important  matters  from  the  standpoint 
of  the  traders  are  (a)  terminals,  (b)  reasonable  facilities, 
(c)  through  rates,  (d)  tmdue  preference,  (e)  control  over 
actual  rates. 

The  history  of  the  terminal  question  is  a  long  and  in- 
volved one.  When  the  earlier  railwajrs  were  chartered, 
the  "canal  toll"  idea  prevailed.  For  a  time  carriers, 
already  in  existence,  quoted  through  rates  over  the  rail- 
way lines,  making  such  arrangements  as  they  deemed 
proper  in  regard  to  payments  for  special  services  and  for 
station  terminals.  It  was  not  long,  however,  before  the 
railways  controlled  the  forwarding  business,  and  com- 
plaint soon  arose.  The  railways  claimed  the  right,  in 
addition  to  the  powers  given  them  under  their  maximum 
rates,  to  make  charges  for  additional  services  and  for 
terminals.^  The  traders  contended  that  the  maximum 
rates  covered  all  that  the  railways  were  legally  empowered 
to  collect.  It  was  concerning  the  station  terminals, 
however,  that  the  keenest  contention  existed.  The  Select 
C!ommittee  of  1882  had  recommended  that  terminal 
charges  should  be  recognized,  but  that  they  should  be 
subject  to  publication  by  the  companies,  and  that  in  case 
of  challenge  they  should  be  sanctioned  by  the  Railway 
Commission.'  A  clause  to  this  eJBFect  was  contained  in 
the  regulative  measure  introduced  by  Mr.  Chamberlain 
in  1884.    In  a  decision  of  the  Court  of  Queen's  Bench 

IThe  question  of  terminals  has  oome  up  in  the  United  States.  The  charter 
of  the  Pittsburg  A  Connellsville  Railway  gave  it  the  right  to  charge  tolls.  It  was 
decided  it  had  the  right  to  charge  terminals  as  well.  NaHonal  Tube  Wcrk9  v. 
BaiHmore  A  Ohio  RJt.  (Penna.).  28  Am.  and  Eng.  R'd.  Cases,  13.  ' 

*8eleet  Committee  on  Railway  ^  1882,  pp.  ▼  and  xvii. 
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in  188S  the  li^t  of  the  imilvmys  to  ooDect  tenninals  was 
d^nitely  reeognind.^  But  the  tnders  did  not  recognise 
this  dectsion  as  final;  for,  because  of  a  tedinical  condi- 
tioa^  it  was  impossible  to  cany  the  case  before  the  hi^ier 
courts*  While  the  kgi^ation  of  1SS8  was  in  eoQunittee, 
various  attempts  woe  made  to  place  the  control  of  ter- 
minals undo*  the  Railway  CommisBion,  as  well  as  to  pro- 
vide that  in  every  case  the  maTiirnim  rates  should  include 
tenninals.  But  the  government  took  the  position  that 
t^minals  were  legally  estabUsbed,  and  so  they  were  given 
explicit  recognition. 

The  poww  to  oido*  through  rates,  on  application,  which 
had  be»i  placed  in  the  Act  of  1873  as  an  extension  of  the 
facilities  dause  ol  the  Act  of  1S54,  had  authorised  the 
Commlsaon  to  act  only  when  application  was  made  by 
a  railway  or  by  a  canal  company.  The  Act  ci  1888  ex- 
tended this  jurisdiction  by  onpowmng  the  OommisBion 
to  recave  an  apfdication  from  a  trad^  as  welL 

In  every  possiUe  way  the  fact  was  anphaased  that 
the  Commlsaon  was  a  court,  and  th^^ore  not  concerned 
with  rate-making.  T^  control  of  matters  pataining  to 
rates  was  divided.  Powers  in  regard  to  conciliation  of  rate 
difficulties  were  given  to  the  Board  of  Trade.  Whai  the 
provifflon  placing  the  revi^on  of  maxima  and  of  classi- 
fication in  the  hands  ci  the  Board  of  Trade  was  under 
consideration,  an  amendment  to  place  such  reviaon  in 
the  hands  of  the  Commisrion  was  negatived. 

The  Act  ot  1888,  while  it  repealed  portions  of  the  rail- 
way regulative  acts  already  in  existence,  did  not  codify 

^HmU  T.  Lomdom,  Bn^MM,  Jt  SimA  C«mC  BmhMm,  15  Q.  B.  D.  506.  This 
OTVtniled  »  deowiow  of  Um  Railway  OommiMioa.  A  dkooMooo  of  tha  gmnHkm 
from  tha  traders'  eUadpoini  will  ba  fouMi  ia  Haatar,  Tk*  Rmamtm  mmd  Cmmml 
7Va|lcilce.l888,pp.S8^50.  Saaalao  BhftM  J^aOi^ave  aatf  Caaalt,  Iqr  "Haraalea," 
chap.  IL  (a  pro-trader  broefanre,  pqbKehad  ia  Loodoa  ia  1885).  A  mammmiy  of 
tlM  railwajr  poiat  of  view  wiD  ba  fouad  ia  tha  addrew  of  Mr.  Popa.  QjC,  npia- 
aentiac  tha  London  a  North  waeleiu  Railway  before  tha  Board  of  Trade,  Ooto> 
bar  »,  1889.  reportad  ia  Rmilmmw  Nwm;  Noramber  %  188>,  pp.  778-7SU.  Saa  also 
Oriamn,  RmOmtm  Bmim,  SntUtk  mmd  Fcrmgn,  PP-  Ot-lOe. 
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the  portions  remaining.  Consequently  there  are  stiU 
in  effect  sections  of  the  Railway  Clauses  Consolidation 
Act,  1845,  the  Railway  and  Canal  Traffic  Act,  1854,  the 
Regulation  of  Railways  Act,  1868,  and  the  Regulation 
of  Railways  Act,  1873.  Since  1888  jurisdiction  in  regard 
to  actual  rates  has  been  given  by  an  Act  of  1894;  while, 
under  a  law  of  1904,  the  powers  of  the  Commission  in 
regard  to  private  sidings  have  been  made  more  definite 
by  an  interpretation  of  the  ''reasonable  facilities''  clause 
of  the  Act  of  1854.^ 

II. 

Tebminals,  Reasonable  FACiLrnES,  and  Thbouqh 
Rates. 

The  Act  of  1888  had  recognized  terminals.  The  Pro- 
visional Orders  Acts  gave  them  definite  form.  The  matr 
ter  was  finally  passed  on  by  the  Conmiission  in  1891  in 
a  decision  which  upheld  that  of  1885.'  Justice  Wills, 
who  gave  the  decision  in  the  former  terminal  case,  was  at 
this  time  the  judicial  member  of  the  Commission.  On 
appeal  the  decision  of  the  Conmiission  was  upheld.  While 
the  question  of  the  legality  of  terminals  has  thus  been  set- 
tled, there  still  remains  the  question  of  the  right  of  the 
trader  to  be  exempt  from  the  payment  of  terminals  under 
special  conditions.  This  question  is  of  especial  inter- 
est in  connection  with  the  mining  and  manufacturing  di£h 
tricts,  where  the  establishments  furnishing  and  receiving 
freight  are  usually  situated  on  private  sidings  or  on  pri- 
vate raUwajrs.  The  importance  of  these  sidings  is  shown 
in  the  fact  that,  while  at  the  Sheffield  freight  station  the 
tonnage  in  1900  was  580,000,  at  a  near-by  siding  it  was 
1,100,000.    In  1894  the  Commission  was  given  jurisdic- 

>For  detail  conoeminK  the  unrepealed  seotions  see  Woodfall,  T*h»  New  Law 
and  FratHes  of  Railtoay  €md  Canal  Traffic^  etc..  Appendix  A. 

'Sowerhy  A  Co,  v.  Oreat  Northern  Ry.  Co,,  7  Ry.  and  Canal  Traffic  Caaee,  IM. 
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tion  in  oUims  for  exHi4>tioQ  from  payment  ci  tenninal 
charges  at  adings  when  it  was  alleged  that  the  services 
had  not  be»i  performed.    Under  the  provision  of  the  Act 
of  1888,  requiring  the  railway  to  distinguish  conveyance 
from  tenninal  chaiges,  it  had  been  held  that  the  responsi- 
bility of  the  railway  mi^t  be  discharged  by  stating  that 
the  whole  payment  was  for  a  conveyance  rate.^   But  the 
Court  of  Appeal  decided  in  1897  that  it  was  incumbent 
on  the  railway,  in  such  a  case,  to  prove  that  it  did  not 
charge  for  terminals.*    The  Commission  has  power  to 
allow  a  rebate  from  sidings  charges  without  proof  that  any 
definite  amount  of  terminal  is  included  in  the  rate.    A 
prima  facie  case  for  sucharebate  is  made  out,  if  it  is  shown 
that,  in  reepect  of  similar  traffic  between  substantially 
the  same  termini,  and  passing  over   substantially  the 
same  routes,  a  sidings  trader  who  does  not  require  or  use 
any  terminal  accommodation  or  services  is  charged  the 
same  amount  as  a  trader  who  uses  the  station.'    But 
the  latter  rate  must  not  be  simply  a  paper  rate/    In  cal- 
culating the  amount  of  the  rebate,  it  has,  in  general,  been 
the  practice  of  the  Commission  to  follow  the  rule  in  Pid- 
oook's  case;  %\e.,  to  assun^  that  the  service  charges  are 
in  the  same  proportion  to  the  rates  actually  charged  as 
the  maximum  service  charge  would  be  to  the  sum  of  the 
maximum  rates, — ie.,  the  maximum  rate  and  the  maxi- 
mum terminals,* 

The  through-rate  clause  of  the  Act  of  1888  provides 
that  through  rates,  stating  the  amount,  route,  and  appor- 

ty«i9  Uwi9H  Mitt  CW.  y.Ormi  Wmkm  fty.  CV.9  Ry.  ud  Caaal  TrmfEb  Oues, 
160. 

•Atttt  Um»H,  IM,  V.  N0rik  5«i/^r(b4«r«  fty.  •ml  OCftirt,  10  Ry.  ud  CmuU 
Tmfllo  OtmB,  170. 

•  Kio*«ri.  Son$  A  Mmmim,  Ud.  v.  Midimmd  fty.  mmd  OCftirt.  11  Ry.  ud  Cual 
TmAo  Oams.  S50. 

^Cawnd^Sonay.NvHkBriHaKRy.^n  Ry.  mmI  CMial  TndBe  Oues,  271. 

tPidcQck  V.  MmntAttitr^  5MI«W  <*  ttnooliiM^  fty..O  Ry.  ud  Caaal  TnUBe 
45. 
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tionment  of  the  rate,  may  be  proposed  by  a  railway,  a 
canal  company,  or  a  trader.  In  case  of  dispute  regard- 
ing the  rate  or  its  apportionment  the  matter  is  brought 
before  the  Conunission.  In  apportiomng  the  through  rate, 
the  commissioners  are  to  consider  the  special  circum- 
stances of  the  cases,  and  are  not  to  compel  any  company 
to  accept  lower  mileage  rates  than  it  may  for  the  time 
legally  be  charging  for  like  traffic,  carried  by  a  like  mode 
of  transit  on  any  other  line  of  communication,  between 
the  same  points,  being  the  points  of  departure  and  arrival 
of  the  through  route. 

Reasonable  facilities  in  general  must  be  such  as  can 
reasonably  be  required  of  the  railway  company,  due  allow- 
ance havmg  been  made  for  the  way  in  which  the  service 
is  already  performed.^  Similarly,  in  a  reduced  through 
rate  there  must  always  be  considered  whether  there  is 
a  conunensurate  advantage  to  the  railway  company.' 
Prima  facte,  it  is  against  public  interest  to  interfere  with 
vested  legal  ri^ts,  unless  some  compensation  or  equiva- 
lent is  given.  There  must,  therefore,  be  evidence  both 
of  public  interest  and  reasonableness  in  favor  of  the  rate 
and  route  sufficient  to  outweigh  the  former  considerations.* 
The  fact  that  two  competing  routes  will  tend  to  make 
either  company  treat  the  traders  more  reasonably  is  a 
consideration  bearing  on  the  question  of  public  interest.^ 
At  the  same  time  the  Commission  will  not  grant  a  through 
rate  which  creates  unhealthy  competition.*    If  there  are 

^Nmgry  Namigaiian  Co,  t.  Ormi  Nortkm^  Ry,  (Ireland),  7  Ry.  mnd  GmuU 
TiraAe  Oues,  176. 

^Pk/moulk  IneorporaUd  Chamb0r  of  Commmree  v.  Qrtat  Wmkm  Ry,  dt  L,  dt 
5.  IT.  iSy.,  9  Ry.  and OMuaTraiBoCMM,  72;  10ibid.l7. 

9Dideoi,  Nowbmy  dt  Souihampkm  Ry,  y.  Oroat  Wmkm  Ry,  dt  L,  dt  S.  W,  Ry„ 
9  Bar.  and  Canal  TrafBe  Cans,  210. 

^Flymotak,  Dommport  dt  8.  W.  Ry.  y.  CfrmU  Wmkm  Ry,  dt  L.  db  S,  W,  Ry„  10 
By.  and  Canal  TrafBo  Caaet.  68. 

^Dideoi,  Neutmry  dt  SouiKampUm  Ry,  t.  L,  dt  S,  W,  Ry,  and  Oihmrt,  10  Ry. 
and  Canal  TVaffie  Cans,  17. 
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grounds  for  the  OonmussioQ  granting  anmrthmg  ckumed 
«8  a  propo'  faeility  for  osmg  ruhrays,  an  objection 
grounded  on  its  inoonTenioit  consequences  to  railway 
companies  by  reason  of  arrangements  made  by  them- 
selves will  not  be  suflSdent  reason  for  not  granting  it.^ 
The  particular  circumstances  of  the  proposed  route  and 
rate  must  be  considered.  The  reasonabfaiesB  of  a  rate 
over  a  proposed  route  is  not  to  be  measured  by  an  exist- 
ing rate  over  an  att^native  route,  evoi  if  the  rate  over 
the  latter  route  may  be  reasonable.^ 

Incident  to  granting  a  through  rate,  a  through  book- 
ing (ticketing)  anrangemut  may  also  be  made.'  While 
the  Commission  has  not  attempted  to  lay  down  any  gen- 
eral principle  on  which  through  rates  are  to  be  appor- 
tioned, it  will  consider  any  special  expwwes  in  construc- 
tion or  special  charges  a  company  may  have  been  em- 
powered to  make/  It  is  not  clear  that  the  CcnnmisBion 
has  power  to  rescind  a  throu^  rate  once  established  under 
the  Act  of  188&*    So  far  no  such  action  has  been  taken. 

In  the  claims  made  by  canal  and  by  dock  companies  to 
obtain  through  rates,  considerable  emphasis  has  been  laid 
upon  the  technical  interpretation  of  the  word  '^railway." 
Thus  it  was  decided  in  1S97  that  the  powers  the  Manches- 
ter Ship  Canal  possessed  to  construct  railwa3rs  on  its 
qua>*Sy  although  these  railways  were  simply  for  its  own 
service,  const  it  uteii  it  a  railway  company.  In  1901  the 
action  of  the  Commission  in  approving  a  throu^  rate  ar- 
rangement for  a  dock  company  was  overruled  on  the 

Unc^imi^i^  K^,.A/i4irtH4  K>.,.frL.<ft  A\ir.KVaORy.UKlOM^Tr«iBeCMe«,62. 

*/>«<M«l.  S*H'fmry  «t  ."S^l^ft^ifrlk^H  Rp.  y.OM^  Wttttm  Rw^  A  L.  A  S,  W,Ry., 
10  Ry.  and  i^wl  Ttmffic  Ciuim.  U 

4»«it«fi  Ky.,  11  lly.  ftiti)  i^l%nAl  l>«m<»  l>M^Mi,  1.  Thi»  would  cover,  for  wcmmplft, 
**bonu«  milMMr*/*  iM'  Mt  «u4>i<mry,  tn  (h«  c«um»  of  an  «xt^«nsiv«  bndt«* 

*Or^td  SifHK0m  Central  Ry.  (Ir»l»nd^  v.  /Xmm^  Ky.,  11  Ry.  aad  Catud  TtmAo 
►  47. 
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ground  that  the  railwajrs  possessed  by  the  dock  company 
did  not  constitute  a  railway  within  the  meaning  of  the 
act.^  In  1903  a  further  application  of  the  same  com- 
pany, subsequent  to  its  acquisition  of  a  short  railway 
with  which  it  had  made  connections,  was  refused  on  the 
ground  that  the  difficulties  of  exchange  of  traffic  did  not 
justify  the  granting  of  such  an  application. 

Tlie  Commission  has  looked  at  each  through-rate  case 
by  itself.  It  has  refrained  from  proposing  a  through  rate. 
It  has  limited  its  action  to  the  acceptance  or  rejection 
of  the  proposed  through  rate  ss  brought  before  it.  The 
power  to  propose  through  rates  has  been  of  little  value 
to  the  traders.  Normally,  they  have  not  been  possessed 
of  the  exact  knowledge  necessary  to  the  making  of  a 
through  rate,  with  the  result  that  they  have  been  successful 
only  in  one  out  of  five  applications.  The  following  sum- 
mary gives  details  with  reference  to  the  through-rate 
appUcations  formally  acted  upon  by  the  Commission: — 


Tbab. 


1806   . 
1800  . 

1897  . 

1898  . 

1899  . 

1900  . 

1901  . 

1902  . 

1903  . 


Bycftnal 
oompaiiy. 


J 


Bydoek 
company. 


1 


By  railway 
oompany. 


I 


No  aotion  prior  to  1895. 


By  traders. 


Bymunioi- 
pal  corpora- 
tion and 
Craders. 


ilxmdan  and  Batt  India  Dock*  Co.  v.  Oreai  EaaUm  Ry.  A  Midland  Ry.,  11 
Ry.  and  Canal  Traffic  Cases,  57.  This  was  a  majority  decision,  Peel  dissenting. 
Tbe  decision  of  the  Court  of  Appeal  was  given  by  Mr.  Justice  Wright,  who  was 
a  member  of  the  Commission  when  the  Manchester  Canal  ease  was  decided.    He 

Hiftjn^ft  yh^»H  the  **^^f»f 
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m. 

UnDCS  PlIEnERKNCX. 

The  question  fA  ''undue  pr^eienoe"  has  long  engaged 
attention  in  En^and  Complaints  were  made  during 
the  investigation  fA  18S2  that  many  ancHnalies  existed 
in  domestic  ratesw  Thus  Lond(»i  sugar  refiners  com- 
plained that,  while  Greenock  was  double  the  distance 
from  given  points,  sugar  was  being  carried  to  these  points 
at  the  same  rates  as  w»e  given  to  London.*  But  it  was 
against  low  import  or  prtferential  rates,  whidi  intenmfied 
the  competition  to  which  different  industries  were  subjected, 
that  especial  attention  was  directed.*  The  Act  of  1873 
had  left  much  to  the  discretion  of  the  Railway  Commis- 
sion in  dealing  with  the  question  of  undue  preference. 
In  the  parliamentary  discussions  of  1887  and  1888  there 
were  constant  complaints  of  preferential  rates.  It  was 
stated  that  no  general  measure  dealing  with  railway 
traffic  could  be  considered  satisfactory  ^diidi  did  not 
prevejit  preferential  rates  in  favor  of  foreign  products.* 
The  government  held,  however,  that  no  difference  diould 
be  made  between  English  merchandise  and  foreign  mer- 
chandise because  of  origin.* 

The  undue  preference  section  of  the  Act  of  1888  pro- 
vides that  where,  for  the  same  or  similar  services,  lower 
rates  are  charged  to  one  shipper  than  are  charged  to  an- 
other, or  any  difference  in  treatment  is  made,  the  biirden 
of  proof  that  such  actions  do  not  constitute  an  undue 
preference  shall   be  on    the    railway.     In    couadering 

18m  •vidMiM  of  J.  H.  BiOfottr  Btowm  b«for«  Um  Biitot  Conmitta*  of  1882. 
•xplaaatory  of  th«  fMton  Involvod,  tamwn  lo  quttiioM  1297  »nd  1298. 

*In  addiikm  to  lb*  •vidonoo  bowinc  on  this  point  contninod  in  the  S^Ua 
C^mmiUm  R9p&H  o/  1882,  wm  abo  dvtiOl  In  Um  ft«]MH  •#  HU  ftoyri  Ctmmimitm  •* 
D«pr«M»oii  0/  Trmd$  mnd  industry*  1888. 

•  Motion  of  Knri  of  J«rMy.HnnMrd.  1888,  thiidMrie«.Yol.  322.  p.  1796.  Tbia 
WM  d«fwt«d  by  n  vot«  of  72  lo  45. 

«Lord  Saliabury,  HnnMid.  1888,  tbird  MriM,  yoI.  S2S,  p.  1062. 
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whether  the  action  complained  of  constitutes  an  undue 
preference,  the  commissioners  are  to  consider  "whether 
such  lower  charge  or  difference  in  treatment  is  necessary 
for  the  purpose  of  securing  in  the  interests  of  the  public 
the  traffic  in  respect  of  which  it  is  made.  Provided  that 
no  railway  company  shall  make,  nor  shall  the  commission- 
ers sanction,  any  difference  in  the  tolls,  rates,  or  charges 
made  for  or  any  difference  in  the  treatment  of  home  and 
foreign  merchandise  in  respect  of  the  same  or  similar  ser- 
vices  J*  ^  The  final  clause  of  the  section  prohibits  a  higher 
charge  for  similar  services,  for  the  carriage  of  a  like  de- 
scription and  quantity  of  merchandise,  for  a  less  than  is 
charged  for  a  greater  distance  on  the  same  line  of  railway. 
Tlie  concluding  clause  of  the  section  is  not  only  wider  than 
the  'long  and  short  haul"  clauses  of  the  American  stat- 
utes, it  is  also  much  wider  than  the  prohibition  hitherto 
existing  in  English  legislation.  An  attempt  was  made 
by  the  railway  interest  to  have  a  "long  and  short  haul" 
clause  placed  in  the  le^slation.  It  was  argued  that  where 
a  question  of  preferential  rates  came  up,  the  comparison 
should  in  fairness  to  the  railway,  be  made  with  traffic  car- 
ried over  the  same  portion  of  the  line.*  It  was  held, 
however,  that  the  consideration  of  this  matter  could  safely 
be  left  to  the  discretion  of  the  Commission. 

Complaints  concerning  undue  preferences  have  occupied 
a   prominent    place    before    the    Commission.    Broadly 

1 1  haT«  italieiMd  thia  ao  m  to  brins  out  the  distinotUm  of  treatment  between 
home  and  foreign  trmffie.  In  the  bill,  introduced  in  1887,  eUoae  26  provided  that 
the  eommiaaioiMn  wen  to  consider  whether  the  difference  in  oharfee  or  treatment 
was  neceasary  "for  the  pnrpoee  of  seeurinc  the  traflie  in  reapect  of  wl&ieh  it  was 
made."  The  Tacoe  phraae,  **in  the  intereata  of  the  public."  contained  in  the 
hgiiiarinn  of  1888,  was  placed  in  the  Bill  of  1887  by  amendment, 

>The  propoaal  waa  voted  down,  both  in  Grand  Committee  of  the  Houae  of 
Oommona  and  in  the  Houae  itadf.  The  motion  will  be  found  in  Hanaard, 
1888,  third  aeriea.  vol.  329,  p.  452.  The  atatement  of  Mr.  Acworth,  Hear%ng9 
htfor§  iks  ComtmiUm  «fi  Inim^taie  Commerce  of  Vie  United  SieUee  SenaU,  eU„  1005, 
voL  iiL  p.  1851,  that  there  ia  in  the  Act  of  1888  a  **lonc  and  abort  haul"  dauae — 
"the  abort  diatance  inchided  in  the  long  diatance"— ia  evidently  attributable 
to  the  fact  that  he  had  not  a  copy  of  the  act  before  him. 
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speaking,  the  subject-matter  of  these  fall  und^  the  head- 
ings of:  (a)  differential  rateSy  conoenied  with  diq)arities 
in  domestic  rates  and  incfaiding  as  sob-heads  eiqwrt  rates, 
group  rates,  and  rebates  in  respect  of  quantity;  (6)  pre/- 
erential  rates,  conc^ned  with  disparities  between  home 
and  import  traflSc.  Before  1888  inequalities  ot  charges 
for  like  services  were  only  prima  facie  eTidence,  and  the 
burden  of  proof  was  on  the  complainant :  now  it  is  on  the 
railway*  In  the  earlier  decisions  no  rule  is  apparent. 
Kach  case  was  considered  by  it^idf .  A  decreased  rate  to 
develop  a  particular  traffic  in  a  particular  district  was  an 
undue  preference.  Hie  mere  fact  pr^erence  existed  was 
not  sufficient:  it  must  be  shown  to  be  ^undoe"  and  ''un- 
reaaonable«''  Differences  in  rate  might  be  aDowed  where 
there  were  differences  in  the  cost  erf  conveyance.* 

Additional  points  have  been  made  under  the  present 
CV>mmisMon,  A  contract  to  gi\'e  elusive  use  of  a  ^ven 
station  to  a  particular  colliery  is  an  undue  pr^erence,  as 
are  also  lower  tolls  given  by  a  navigation  company  to 
prevent  a  large  dealer  moving  his  business.'  Normallyy 
similar  charges  should  be  made  for  similar  snrioes.'  An 
unreasivtiable  prrference  is  a  question  of  fact,  and  no  gen- 
eral princiiJe  will  be  laid  do?m,*  Competition  is  a  cir- 
cutnstjuire  to  be  tAken  into  con^deration,  and  the  extent 
to  which  it  is  to  be  oi'^usidenHl  is  a  question  of  fact,  iwt  law.* 

^  FVm*  a  mmnvM-y  oC  tW  Ww  on  t^i*  poiau  poor  to  18SS.  sm  Woodfdl,  mp,  cA^ 

U  Ityv  «mt  WniU  TvmAW*  v>MMk  :214^ 

^rmf'  \a\x\\  U^rtt^X  tn  IVv**-«»^  TViVr*  «»^  Ot\w  t.  Ltmdtm  ^  .V.  W,  Ry. 
«M  l^fk^^s  y^  iM^n«^>  I^  K^v.  MH^  Omi>*1  TnufW  Om«^  100>  101;  tnnmtm  Cktrnkm- 
^  (Vmm^*^  \\  //t4?U«*U  K^.  (V,  U  1\>>.  mkI  OmmJ  TrafBc  CftMSk  21  & 

*IHM«r«f«#  rh%pff^  <MUi»  <^t^i  tv  $?x  l^tvMip  !«««•  «r»  Mxtboriaad  by  SsetioB 
M  of  th«  A<^  <^  ISSSx  SW  in  thin  f^\nn«^H%n  tb^  im]>>rt«at  <ircisaoa  cnreD  in 
l>#«M^»  Mmn  CoiU^  (V,  Mirf.  v.  M.  5,  *  U  S.  ^V.  11  App,  Cm.  97, 
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Tliere  can  be  no  mathematical  equality  in  regard  to  the 
charges  or  advantages  between  places  which  are  outside 
of  a  group  and  the  different  members  of  a  group.  Com- 
petition and  convenience  to  the  neighborhood  are  to  be 
considered  as  affecting  the  justifiability  of  a  group  rate/ 

On  the  question  of  differential  rates  the  Commission  has 
reveised  itself.  As  has  been  indicated,  the  Commission 
18  empowered  to  conader  whether  the  rate  complained  of 
^  is  necessary  for  the  purpose  of  seciuing  in  the  interests 
of  the  public  the  traffic  in  respect  of  which  it  is  made." 
In  1890 '  complaint  was  made  that  lower  rates  on  grain 
and  on  flour  were  given  from  Cardiff  to  Birmingham  than 
from  Liverpool  to  Birmingham.  The  distances  were 
respectively  173  and  98^  miles.  The  railway  company 
contended  that  this  was  on  account  of  competition, 
and  that  the  lower  rate  was  necessary  (1)  in  its  own  in- 
terest, (2)  in  the  interests  of  the  public.  Direct  inland 
communication  exists  between  Bristol  and  Birmingham 
by  way  of  the  Severn  River  and  canal  navigation.  There 
is  also  a  combined  sea  and  rail  route. 

Justice  Wills  pertinently  said  Parliament  had  dealt 
with  the  matter  of  undue  preferences  with  a  ''faltering 
hand."  It  had  left  to  the  Commission  the  responsibil- 
ity of  deciding  many  things  which  would  more  naturally 
have  been  laid  down  in  legislation.*  The  somewhat  in- 
choate nature  of  the  undue  preference  clause  is,  however, 
more  correctly  attributed  to  its  compromise  origin.  While 
it  was  intended,  in  a  general  way,  that  the  phrase  ''in 
the  interests  of  the  public"  should  protect  the  interests 
of  the  consumers,  Justice  Wills  was  undoubtedly  correct 
in  saying  that  Parliament  had  no  clear  idea  of  what  it 
meant.    He  considered  that  the  "public  interest"  must 

^Piektring  Pkippt,  «le,.  87-^88. 

*Li9trpool  Com  Trodtrt^  AmoeiaUon  ▼.  London  A  N.  W.  Ry.,  7  Ry.  and  Cuud 
TnmsCnBM,  12^. 

*Paca  137. 
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be  something  wider  than  that  of  one  of  the  two  localities 
conocnkedy  and  stated  that  he  could  not  see  that  any  im- 
pcfftant  ^public  interest''  would  be  affected  if  the  traffic 
in  grain  and  flour  diould  have  to  seek  sune  other  route 
from  Oaidiff  to  Birmingham.*  The  acti<Hi  of  the  rail- 
way in  »)gaging  in  such  competition  created  artificial 
conditions  which  interfered  with  the  natural  course  of 
trade.  Sir  Frederick  P^  put  this  point  still  more  stron^y : 
"A  traffic  which  differs  only  from  other  traffic  in  being 
competitive  can  have  no  such  a  distinctkm  made  in  its 
favor,  however  necessary  a  loww  charge  may  be  to  meet 
the  competition,  or  however  much  it  may  be  to  the  bene- 
fit of  the  company  to  secure  the  traffic."  The  attempt 
of  the  railway  to  compete  with  the  "natural  advantages" 
of  the  traffic  which  went  f itan  the  Severn  ports  *  by  sea 
and  rail«  or  by  inland  water  navigation^  to  Birmingham 
was  unjustifiable.  His  general  reasoning  rested  on  the 
assumption  that  the  low  nul  rate  from  Cardiff  gave  "Uttle 
or  no  profit,"  and  that  therefore  a  penalty  was  being 
placoti  on  Liverpool  in  the  *  highly  remimerative  rate" 
it  paid.* 

The  unsatisfactory  positive  taken  by  this  decision 
in  regaivl  to  tlie  effect  of  competition,  and  the  extent 
to  which  this  was  to  be  taken  into  consideration,  was, 
howe\Tr,  apivurmly  ju^itied  by  the  decisions  on  the 
matter.  While  the  law  was  confusevi  and  contradictory, 
the  loading  vlivi:iivM> — Buvii's  ca^k* — rulevl  water  compe- 
tition out  of  consideration,*  The  effect  of  water  compe- 
tition on  the  utKlue  pTx>:Vr?not^  cJau^  was  brought  up 

srik««*  140. 141. 

«  f>>*W  vT.  t>  ^  V,  y  ,  >  .W  ^.  Kf  „  4  K^ .  WKi  0»»*!  Trfcfir  Owe*.  SS^i.     TW 
«bi^  IawI  H«:Mx*ii  m  IVHtir^'v  ru*>?*k  tn-St.  1<V4.  xftv.    ^(«  »fcv> 
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uii 


again  in  1892.^  Compkdnt  was  made  of  an  undue  pref- 
erence in  flour  and  grain  between  the  Severn  ports  and 
Birmingham,  on  the  one  hand,  and  Birkenhead  and  Bir- 
min^iam,  on  the  other.  While  the  rate  from  Birkenhead 
to  Birmingham,  a  distance  of  98  miles,  was  ll8.  6d.,  the 
rate  from  Bristol  to  Birmingham,  a  distance  of  141  miles, 
was  Ss.  6d.  Tlie  railway  contended  that  the  apparent 
anomaly  was  attributable  to  water  competition.  Both 
a  majority  and  a  minority  decision  were  given.  In  the 
dissenting  opinion,  delivered  by  Sir  Frederick  Peel,  it 
was  held  that,  while  the  evidence  justified  low  rates  from 
the  Severn  ports,  at  the  same  time  the  Birkenhead  rate 
should  be  reduced  so  as  to  give  a  lower  mileage  rate.  The 
majority  opinion  upheld  the  railway  position.  The  rates 
complained  of  were  attributable  to  effective  competition, 
maintained  by  a  competing  railway  and  by  water  compe- 
tition. The  existing  inequality  in  rates  was  necessary  to 
give  the  section  of  country  around  Birmingham  the  ad- 
vantage of  the  supplies  both  from  the  Severn  ports  and 
from  Birkenhead.  Justice  Wills  stated  that  in  the  former 
decision  he  had  construed  "public  interest"  too  nar- 
rowly. The  public  intended  was  the  public  of  the  local- 
ity or  district.  Any  considerable  portion  of  the  popu- 
lation in  general  as  opposed  to  an  individual  or  an  asso- 
ciation was  sufficient.* 

While  it  is  contended  that  one  principle  was  applied  in 
the  first  Com  Traders'  case,  because  the  amoimt  of  traffic 
affected  was  smaU,  and  that  a  different  principle  was  ap- 
plied in  the  second  case  because  the  amount  of  traffic 
affected  was  large,*  it  would  appear  that  the  change  of 

^lAverpool  Com  Traderi'  A$9ociation  v.  Oreat  Western  Ry.,  7  Ry.  and  CaiuJ 
IVaffio  Cases.  114. 

^LtPerpool  Com  Tradm't'  A990ciaHon  v.  Oreat  WuUrn  Ry.,  7  Ry  and  Canal 
Traffic  Cases,  127. 

'See  Boyle  and  Waghoni,  Tfu  Law  rdaUng  to  Roihoay  and  Canal  Traffie,  vol. 
i.  p.  4;  also  evidence  of  Mr.  W.  M.  Acworth,  CommitUe  on  Inter$taU  Comm0re0, 
sic.  ig05,  vol.  iii.  p.  1840. 
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poshioQ  ires,  m  raJhr,  attribaUbie  to  a  dedsk>n  in  a 
case  appealed  from  the  Commiasion  in  1891.^  In  this 
the  construction  ot  '^  public  intcfest "  had  bem  involved. 
It  was  contended  that  a  diffeieDoe  in  rate  complained  of 
was  not  necessary  for  the  purpose  ot  secoring  the  traffic 
in  the  public  interest,  and  that  the  railway  in  mstking 
such  a  rate  was  seeking  its  own  interest,  not  that  of  the 
puUic.  This  attempt  to  exdude  the  railway  interest 
from  "public  interest''  was  denied  by  Lord  HersehelL 
The  point  which  should  be  consideied,  he  stated,  was 
not  only  the  legitimate  desire  of  the  railway  to  obtain 
traffic,  but  also  wheth^  it  was  in  the  int^est  of  the  rail- 
way to  secure  this  traffic  rather  than  abandon  it.  The 
legislature,  he  continued,  had  recognijRd  that  there  were 
cases  where  the  traffic  could  not  be  obtained  if  the  lower 
rate  was  raised,  and  where  at  the  same  time  it  would  be 
unfair  to  donand  as  a  condition  of  obtaining  the  traffic 
a  reduction  of  the  hi^i^'  rate.'  By  judidal  construction 
^public  interest"  has  thus  come  to  mean  the  controlling 
power  of  effective  competition  on  particular  rates.  Un- 
doubtedly there  was  a  de^re,  when  the  legation  was 
under  consideration  in  Parliament,  to  give  the  phrase  a 
narrower  construction.  In  1SS7  it  was  stated  that  the 
railway,  in  carryiog  traffic  on  a  rate  competitive  with 
sea-borne  traffic,  must  show  that  there  was  a  distinct 
public  interest  involved.  The  fact  that  some  additional 
profit  was  obtained  by  engaging  in  such  traffic  was  not 
sufficient.* 

The  ^long  and  short  haul"  question  comes  before  the 
Commission  but  seldom.  When  it  does,  it  is  not  treated, 
as  in  the  United  States,  as  a  form  of  prrferenoe  demand- 
ing exceptional  treatment.    The  Commission  has  recog- 

^Fickmim9Pkipf9  mti  OCWr*  t. L.  «  JT.  IT .  i2».  m)iOAm%S  Bj\  wad  OumI 
TmAoCmm.8S. 

^Pi€kmim§  Pki9f9.  «le^  109  nd  lOS. 

•Sm  italMiMit  <d  Lord  SaUibanr.  Haanvi.  1887.  tUnl  mhm.  toL  814.  p. 
888. 
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nised  effective  competition  as  a  justification  of  a  lower 
rate  for  the  longer  distance.  Where  a  higher  rate  is 
charged  for  the  shorter  than  for  the  greater  distance,  the 
less  being  included  in  the  greater,  the  Commission  has 
held  that,  in  the  absence  of  effective  competition  at  the 
longer  distance  point,  such  an  arrangement  is  not  justi- 
fiable, and  that  the  shorter  distance  point  should  share 
on  a  mileage  basis  in  the  low  rate  given  to  the  longer  dis- 
tance point.^  Tlie  effect  of  competition  has  also  been 
recognnsed  in  the  case  of  export  traffic.  In  1903,  in  the 
Spillers  &  Bakers  case,  a  low  ''shipment''  rate  was  held 
neeessaiy  to  obtain  traffic.  It  was  considered  impossible 
to  raise  this  rate,  and  the  dissimilarity  of  circumstances 
did  not  warrant  a  comparison  of  the  higher  domestic 
rate  with  the  lower  export  rate.'  In  1904  a  briquette 
manufactiuing  firm  claimed  that  it  was  imduly  prejudiced, 
since  it  paid  the  domestic  rate  on  its  raw  material,  while 
the  manufactured  product  came  into  competition  abroad 
with  coal  carried  on  a  low  export  rate.  The  Commission 
upheld  the  principle  of  export  rates,  and  further  found 
that  the  railway  was  under  no  obligation  to  r^ulate  its 
charges  with  reference  to  the  ultimate  competition  com- 
plained of.* 

From  an  early  date  English  railway  law  has  held  that 
wholesale  rates  for  lai^ge  shipments  do  not  constitute 
an  undue  preference.  So  early  as  1858  in  Nicholson's 
case,  a  leading  case,  it  was  decided  that  carrjring  at  a 
lower  rate  in  consideration  of  large  quantities  and  full 
train  loads  at  regular  periods  was  justifiable,  provided  the 
real  object  was  to  obtain  a  greater  profit  by  reduced  cost 
of  carriage.    In  taking  this  point  of  view,  it  was  recog- 

iT«MMi  ^  Sont  r,N.B.  By.,  Lame,  A  York  Ry.,  and  Oihara,  11  Ry. and  CMial 
314. 


•SpOUn  A  Baktn,  Lid,  ▼.  Toff  VaU  By.;  20  The  TtniM  L.  R.  101. 

*LaneaMkir€  PaUat  Fud  Co.,  Lid.  v.  L.  A.N.  W.Ry.^Ormd  Control  Ry.»and 
Olhoro,    A  amnmaiy  wiU  be  found  in  the  RaOway  Timot,  Angust  13, 1004. 
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nised  that  various  shippers  would  necessarily  be  excluded 
from  the  advantage  of  the  low  rate  granted  on  such  con- 
ditions,^ In  the  decisions  ot  the  Commission  of  1873  it 
was  recogniied  that  lower  rates  mig^t  be  given  because 
of  trainload  shipments  or  of  ability  to  load  a  greater 
weight  into  trucks.'  The  general  justification  of  such 
arrangements  has  been  recognised  by  the  present  Com- 
mission. 

An  example  from  a  case  decided  in  1900  will  indicate 
the  nature  of  the  arrangement.*  A  rebate  of  3rf.  per  ton 
from  the  established  rate  was  to  be  made  on  condition 
that  a  minimum  shipment  of  25,000  tons  of  coal  a  year 
was  guaranteed,  and  that  the  arrangement  should  last 
for  five  years.  The  Commission  has,  in  various  cases, 
held  such  rebates  excessive.*  The  ground  taken  has  been 
that  the  rebate  is  justified  by  a  reduction  in  cost  to  the 
company,  and  that  the  rebate  should  not  be  in  excess 
of  the  saving  to  the  company.  It  is  obvious  that  such 
a  practice  as  this  has  dangers  connected  with  it.  A  con- 
siderable number  of  complaints  have  been  directed  against 
the  excessive  advantages  obtained  by  Messrs.  Rickett, 
Smith  &  Co,  under  their  rebate  arrangement  with  the 
Midland  Railway.  In  one  case,  thou^  the  evidence  is 
contradictory,  there  are  the  earmarks  of  a  secret  rebate.' 
While  the  decisions  of  the  old  Commission  recognised  bulk 
of  traffic  as  a  justification  for  reduction  of  rates,  the  policy 

^Sidmlmn  y,  Or^^  Wmttm  Ry.,  5  C,  B,  (n,  O  305.  The  text  of  Um  acrae- 
n«nl  oompUin«d  of  will  b*  found  in  th«  foot«oot«0  lo  pp.  SSS-IOS.    See  alao  Bvmr- 

•lurf  Y,  t, «  J^,  r.  Rw.  (i«77),  a  Q.  B.  Div.  ac7, 

>  ff^..  Hmt%mm9  t.  Kmt^tm  dmntim  Ry.  ^No.  S),  1  Ry.  nad  CkuI  Traffie  Cases, 
100;  Oimr^,  FUnn  (ft  (V  v.  M^Iai^  Ky..  4  Ry.  and  Canal  Traffic  Caaee.  291; 
ar««Me|»  V.  5.  jr.  Avm  a  Ry«  and  Canal  TmfRc  Caeea,  S19. 

•  IMMy  «m(  OUkmt  v.  AImM«m(  Ry.  mutd  OcWe,  10  Ry.  and  Canal  Traffic  Caaee. 
305. 

«K^M  r\n«Tin#toa^  S*iU,  n^  <ft  (V  V.  VmUsW  fty.  O..  11  Ry.  and  Canal 
TrmAo  CaMi*.  222;  WmUmtt  ITm^  (\W^«ry  CV  t.  Midlmmd  Sy^  RmihMiif  Tumm, 
July  35.  1003. 

*CiUrr»M*w,  SePe.  Dafa  iStC^fd  emira.  p.  330. 
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of  the  present  Commission  has  not  been  clear-cut.  In 
some  cases  it  has  recognized  quantity  as  a  justification  for 
a  rebate/  But  it  has  in  other  cases  attempted  to  confine 
cost  to  mere  economies  of  book-keeping,  attributable  to 
more  prompt  settlements,  etc.;'  and  it  has  expressed  the 
dictum  that  rebates  in  respect  of  quantity  would  justify 
a  differentiation  of  charges  in  so  many  cases  that  the  rule 
against  preference  would  be  in  danger  of  disappearing, 
^and  the  small  trader  would  be  in  a  more  helpless  posi- 
tion than  the  position  in  which  he  now  is."  * 

While  the  traders  recognize  the  value  of  export  rates, 
and  the  effects  of  competition  thereon,  the  conditions 
which  affect  the  import  rate  are  often  n^ected,  and  the 
low  rail  rates  given  on  imported  goods  are  often  attrib- 
uted to  the  stupidity,  if  not  tmpitude,  of  the  railwajrs 
in  preferring  home  to  foreign  goods.  When  the  Act  of 
1888  provided  that  the  Commission  should  not"  sanction 
any  difference  ...  in  the  treatment  of  home  and  foreign 
merchandise  in  respect  of  the  same  or  similar  services," 
it  was  claimed  that  this  absolutely  forbade  preferential 
rates,  and  that  the  home  traffic  would  therefore  be  car- 
ried at  the  same  as  that  of  foreigners.^  Notwithstanding 
this  enthusiastic  prediction  there  is  at  present  a  reiterated 
demand  for  a  select  committee  to  investigate  the  question 
of  preferential  rates. 

The  discussion  of  preferential  rates  in  England  has 
proceeded  along  lines  familiar  to  every  student  of  the 
effects  of  water  competition  on  railway  rates.     "Why," 

^DaUw  and  Oihm'a,  ut  supra,  p.  310.  See  mlao  HideeUan  Main  CoUimry  Co, 
▼.  Hull  dt  Bamdey  Ry,,  RoOway  TtrnM,  July  26,  1003.  In  this  eaae  the  oonnd- 
erataon  of  the  lower  rate  wms  a  minimwm  of  38,000  tone  per  annum. 

>  B4f.,  CharrinaU>n,  SOU,  «te.,  til  •upra,  230.  *  Ibid.  281. 

^Wachom  and  Stevens,  Report  upon  the  ProcoediiH/9  of  the  Inquiry  hdd  by 
tk§  Board  of  Trade,  1889,  1890,  pp.  12  and  106.  This  report  to  the  Lancashire 
and  Cheshire,  Devon  and  Cornwall,  and  Irish  Conferences  (traders'  organisations), 
was  published  at  Manchester  in  1890.  It  contains  a  ssarching  but  extremely 
acrid  and  biassed  examination  of  the  railway  position. 
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msks  one,  ^if  they  (the  nihrayB)  can  carry  at  a  profit 
from  f ordgn  countries,  can  they  not  carry  home  produce 
at  the  same  rate?"^  If  the  Ixmdon  ft  North-western 
carried  a  trainload  of  meat  from  Livopocd  to  London 
at  258.  because  it  was  American,  it  diould  be  able  to  do 
the  same  wherever  the  meat  came  from.'  ^Ex  hypothesi 
they  (the  railways)  already  got  a  profit  out  of  the  prod- 
uce they  carried,  .  . .  and  what  they  would  ha ve  to  do  was 
to  put  the  En^idi  farmer  and  producer  on  the  same  foot- 
ing as  the  foreigner."' 

The  question  of  preferential  rates  was  Imni^t  b^ore 
the  Commission  in  1895  in  an  exceedin^y  important  case, 
which  lasted  eight  days.*  Oomidaint  was  made  that  the 
railway  charg^  lower  rates  from  Southanq>ton  docks 
to  London  on  the  following  goods  of  foreign  ori^ — wool, 
hay,  butter,  cheese,  lard,  hops,  fredi  meat,  bacon,  hams — 
than  it  charged  on  similar  articles  of  home  origin, 
which  were  normally  carried  a  diorter  distance,  and  that 
the  services  rendered  in  respect  of  the  foreign  traffic 
were  not  less  than  those  rend^ed  for  the  home  traffic 
in  the  proportion  that  the  rates  were  lower.  A  few  ex- 
amples will  serve  to  show  the  nature  of  the  diqMuity 
complained  of: — 


8T4TIOIt. 

Baft«  OA  frwk  MMt.  Wy.  «mI  kopa  to  LoMloB. 

Rata  for  WMt. 

Rata  for  Wy. 

R*to  for  hops. 

AIM 

Bolky 

Te   ** 
45    •* 
Te    ** 

IT*.  6^ 

9*.  ^ 
ST*.  6A 

5*. 

6«. 

1  Lord  HvMikWv  HMMrd.  189S.  iKird  mcmo.  toL  SIS.  i^  41S. 
•Mr.  MwMMIa,  HMMTd,  1S8S.  Uirti  Mrm.  roL  S29.  i^  41S. 

•  Mr.  C^amboriaia.  HaaMM.  1S»S.  Uklrd  Mriet.  x^  SSt.  p.  445. 

*  Mmm»i»m  ff*mm  AmmmMm»  mk  timhi*^  mmd  Cmmmt  TV«|b  far  tiU  I7i 
I  ▼.  Umdm  A  Stuth  mHan  Jl««liray,  •  Ry.  aad  C>Aal  Tkafie  0mm.  SO. 
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Back  of  the  complaint  lay  a  competition  of  ports  for 
foreign  traffic.  The  London  docks  were  in  competition 
with  the  Southampton  docks,  which  were  owned  by  the 
London  &  South-western  Railway.^  Competition  existed 
between  the  all-water  route  to  London  and  the  water  and 
rail  route  via  Southampton. 

At  first  the  railway  endeavored  to  justify  the  apparent 
anomalies  on  the  groimds  that  the  rates  complained  of 
were  made  on  the  basis  of  water  competition,  and  that, 
besides,  they  were  balances  of  throu^  rates.  But  the 
Commission  ruled  that  such  matters  could  not  be  consid- 
ered in  evidence  under  the  provisions  of  the  Act.  Under 
these  conditions  the  railway  had  to  fall  back  on  the  unsat- 
isfactory standard  of  cost  of  service.  It  was  shown  that 
the  rates  for  the  home  traffic  covered  a  variety  of  services 
— e.g.,  receiving,  weighing,  loading,  covering,  superintend- 
ence, provision  of  station  accommodation,  switching — 
which  were  not  included  in  the  rate  on  the  foreign  goods. 
The  foreign  merchandise  was  less  valuable,  less  liable  to 
damage,  more  easily  and  expeditiously  handled,  could  be 
dealt  with  at  times  more  convenient  to  the  railway,  alwajrs 
in  larger  quantities,  and  generaUy  in  a  much  more  eco- 
nomical manner.  On  accoimt  of  better  baling,  to  cite  one 
example,  three  tons  of  foreign  hops  could  be  loaded  into 
a  truck  that  would  hold  only  two  and  a  half  tons  of  English 
hops. 

The  traders  contended  that  such  conditions  of  traffic 
as  regularity  and  quantity,  while  admitted,  were  not 
capable  of  being  included  in  the  '' similar  services''  spoken 
of  in  the  undue  preference  section.  Their  contention  was 
in  substance  that,  while  there  might  be  differences  in  the 
case  of  home  traffic  because  of   dissimilarity  of  circiun- 

>  When  tbeee  dooka  were  aoquired  l^  the  railway  in  1892,  it  was  anticipated 
they  would  be  a  fonnidable  oompetitor  of  the  London  dooks.  For  information 
deecriptive  of  the  highly  developed  faoilitiee  for  handling  traffic  at  the  South- 
ampton doeke,  lee  RaOway  Age,  July  1, 1004;  RaOway  New,  January  7»  1906. 
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stanees,  in  the  case  of  the  foragn  traflic  it  was  intended 
that  there  should  not,  on  any  account,  be  any  difiference 
in  favor  of  f oragn  goods. 

Had  the  ccmtention  of  the  traders  been  successful,  it 
wouM  have  estaUished  a  prindple.  But  the  deciaon 
of  the  Commission,  which  has  bec^  dsumed  as  a  victory 
by  both  parties,  was  of  a  compromise  nature,  and  pro- 
ceeded on  the  earful  lines  already  laid  down  that  undue 
prrf^ence  is  a  matter  of  the  facts  ot  the  particular  case. 
Ihe  articles  with  vdiidi  the  decision  conconed  itself  were 
hops,  fresh  meat,  and  hay.  These  were  the  only  slides 
in  which  there  was  any  considerable  traffic  from  the  sta- 
tions intomediate  betwe^i  Southampton  and  London. 
The  rates  quoted  on  the  other  artides  were  simply  "  paper" 
rates.  Sir  Frederick  Peel,  who  decided  on  the  facts, 
held  that  the  differences  between  the  home  and  the  im- 
port rates  on  meat,  hops,  and  hay  were  not  justified.* 
While  his  colleagues  accepted  this  opinion,  it  was  with 
hedtation.  They  both  had  doubts  as  to  the  alleged  pref- 
erence on  meat,'  and  justly  so.  The  average  consign- 
ment of  foreign  meat  from  Southampton  was  37  tons. 
In  a  period  of  seventeen  months  10,638  tons  (rf  meat  were 
shipped  in  286  consignments.  On  the  other  hand,  from 
SalidiHiry,  the  leading  English  meat  centre  concerned, 
231  tons  in  825  consignments  were  shipped  in  the  same 
period.  It  is  apparent  that,  where  the  whole  series  of 
costs  would  be  so  different,  the  Commission  strained  the 
idea  of  cost  of  service  to  the  breaking  point,  and  in  doing 
80  favored  the  home  producer. 

The  decision  was  based  on  the  idea,  manifestly  correct, 
that  it  was  the  intention  of  the  statute  to  eliminate  com- 
petition from  the  factors  to  be  considered.  At  the  same 
tinie  the  majority  of  the  Commission  are  satisfied  that 
the  real  factor  controlling  the  rate  situation  in  this  case 


Digitized  by 


Google 


ENGU8H  RAILWAY  AND  CANAL  COMMISSION        23 

18  water  competition.  As  was  said  by  Justice  Collins, 
there  was  "  no  reason  or  principle  in  leaving  oiit  of  account 
the  fact  of  a  rival  route  by  rail  or  water  from  the  point 
of  departure  to  the  point  of  arrival  in  the  case  of  goods 
from  abroad  and  taking  it  into  account,  as  it  clearly  may 
be  taken  into  accoimt,  where  the  comparison  is  between 
home  goods  only."  * 

This  imsatisfactory  decision,  which  cost  the  traders 
£2,000  in  law  costs,  obtained  no  general  principle  for  the 
traders,  and  at  the  same  time  forced  the  railways  to  depend 
upon  the  artificial  justification  of  cost  of  service.  While 
the  decision  is  of  such  a  nature  that  in  a  case  where  there 
is  real  competition  of  home  and  foreign  products  a  dijfferent 
verdict  might  be  given,  no  further  action  in  regard  to 
preferential  rates  has  been  taken  before  the  Commission. 
In  1899  the  question  of  preferential  rates  was  brought 
before  the  Board  of  Trade  imder  the  conciliation  clause, 
but  no  satisfactory  agreement  could  be  obtained.* 

It  was  Mr.  Chamberlain  who  introduced  into  the  legis- 
lation the  clause  imder  discussion.  The  agitation  in  re- 
gard to  preferential  rates  has  been  given  an  added  vigor 
by  his  preferential  trade  movement.  Back  of  much  of 
the  outcry  concerning  preferential  rates  is  a  hazy  protec- 
tionism. The  support  Mr.  Chamberlain  has  obtained,  for 
example,  in  the  iron  and  steel  industry  is  in  considerable 
part  due  to  preferential  rates  on  iron  and  steel  products, 
although  the  matter  is  complicated  by  the  export  rates 
given  by  the  railways  of  competing  countries.' 

The  control  over  docks  by  railway  companies,  which  was 

^  Mansion  Hou—  eoBe,  32.  See  mlao  the  statement  of  Lord  Cobham  in  Dideoi, 
NmtHrwry  A  SouihampUm  Ry,  Co,  ▼.  Qrmi  WetUm  Ry,  A  L,  A  8.  W,  Ry.,  0  Ry. 
and  Canal  TVaffic  Cases,  210. 

>Caae  16,  Snenth  Report  of  the  Board  of  Trade,  under  Section  Zl  of  the  Act  of 
1888. 

'See  Report  of  the  Tariff  Commieeion  (Chamberlain),  1904,  -vol.  i.:  The  Iron 
and  Steel  Industry,  imder  heading  ** Preferential  Rates."  Contra,  see  ''British 
Railways  and  Goods  Traffic:  Is  Preference  given  to  Foreign  Products?  "  A.  Dudley 
Evans,  Beonotme  Journal,  March.  1005. 


Digitized  by 


Google 


24  QUABTBELY  JOURNAL  OF  ECONOMICS 

objected  to  at  an  earlier  date  as  a  source  oi  discrimination/ 
has  been  increasing  ol  recent  years.  Hie  railways  have 
found  it  necessary  to  obtain  control  not  only  of  docks,  but 
also  of  steamer  lines  connecting  with  the  Continent, 
in  order  to  obtain  the  throu^  rates  which  are  necessary, 
if  the  import  and  export  traffic  are  to  balance,  and  thus 
permit  a  more  economical  use  of  rolling  stock.'  Com- 
plaint is  made  that  the  railways  are  spending  large  sums 
in  erecting  docks  and  warehouses  at  ports  in  order  to 
encourage  foreign  trade,  thereby  still  further  increasing 
the  number  of  preferential  rates.  Hie  provisions  of  the 
Act  of  1888  with  rrference  to  the  li^t  ci  the  traders  to 
have  throu^  rates  from  foreign  points  distinguished 
into  their  domestic  and  foreign  portions  are  somewhat 
ambiguous.  In  the  Southampton  case  the  traders  were 
unable  to  ascertain  the  foreign  portion  ci  the  rate.  As  a 
result  of  this  condition,  an  attempt  was  made  in  1904  to 
obtain  a  provision  in  a  special  railway  act,  requiring  that 
the  railway  should  distinguish  on  its  rate  books,  in  the 
case  of  imports  on  a  throu^  rate,  the  portions  attribu- 
table to  (1)  land  carriage  abroad,  (2)  dock,  harbor,  and 
shipping  charges  abroad,  (3)  conveyance  by  sea,  (4) 
dock,  harbor,  and  shipping  charges  at  the  British  port, 
(5)  railway  charges  in  the  United  Eangdom.  This  was 
voted  down  by  103  to  79  on  the  ground  that  it  was  unfair 
to  pick  out  a  particular  company  in  connection  with  what 
was  a  general  matter.* 
The  fanners  of  the  United  Kingdom  are  subject  to  com- 

>Seetion  27  of  the  draft  Rrpori  of  CiU  Sd4ei  ComvmOim  0/  1882,  p.  zxriiL 

'Tb*  practice  oC  eoDsi<mnc  goods  on  throuch  nUes  is  iaenmaoi^.  At  the 
8Une  time  ContixMDtal  nulwaya — #^„  tboae  of  Belciuok — lelUse  to  make  throogk 
»!«••  except  with  imilwmy  cotnpanieck  At  to  the  alleced  evil  effects  of  tueh  «r^ 
nutfeaieDts,  see  remArks  of  Mr.  Uanbuiy,  president  of  the  Bonrd  of  Agriculture, 
Hnnsnrd.  1902.  fourth  teriee,  vol.  oviii.  p.  IMa  See  also  Boyle  and  Wachom. 
op.  afiL,  voL  i.  p.  304. 

SLABcashire  and  Yorkshire  Raihra>'  Rill.  Fbr  text  of  the  Inetmotion  see  Han- 
sard. 1904.  fourth  sertes.  vol.  131.  p.  1473. 


Digitized  by 


Google 


BNQUSH  RAILWAY  AND  CANAL  COMMISSION        26 

petition  from  many  points.  To  cite  but  a  few  examples: 
Algerian  fruit  and  vegetables,  French  hops,  Danish 
butter  and  egge,  compete  with  the  home  products.  The 
hop  rates  complained  of  when  President  EEadley  wrote 
stiU  exist.  Not  only  do  the  English  farmers  complain 
of  preferential  rates,  there  is  also  complaint  from  Ireland 
that  the  existing  rate  basis  discriminates  agdnst  Irish 
egge,  butter,  and  bacon.  It  should  be  noted,  althou^ 
such  a  consideration  is  ruled  out  by  the  Railway  Com- 
mission, that  the  low  rates  complained  of  are  balances 
of  throu^  rates.  It  costs  about  £10  for  freight  charges 
to  place  one  ton  of  Algerian  fruit  or  vegetables  in  London. 
In  fruit  shipments  the  foreigners  have  had  the  advantage 
that  a  considerable  number  of  the  British  growers  are  not 
giving  sufficient  attention  to  grading  and  packing  and,  in 
general,  to  the  requirements  of  consumers.  The  follow- 
ing may  be  taken  as  examples  of  the  complaints  in  regard 
to  Danish  competition: — 

Distanoe         Commodity.    Rate  per  ton. 
(mixed  route). 

Erf>ierK  (Deunark)  to  Birmingham  658  milee  butter  47«.  6d. 

Eri>ier|  (Denmaric)  **  668      **  ecgs  58«.  8d, 

Aimasfa  (Ireland)     «*          *'  368      **  butter  42«.  6d. 

Arma^  (Ireland)     **  368     "  ecgs  60«.  Od. 

The  apparent  disparity  of  rates  on  a  distance  basis  dis- 
appears when  it  is  remembered  that  on  the  Danish  products 
there  is  a  long  water  haul,  and  that  there  is  also  the  dif- 
ference between  a  car  lot  and  a  less  than  car-lot  basis. 
The  Danish  rates  are  quoted  on  minimum  consignments 
of  ten  tons,  while  the  Irish  rates  are  based  on  three  hun- 
dredweight. 

The  more  enlightened  English  farmers  recognize  the 
effects  of  water  competition.  They  know  that  it  would 
not  benefit  them  to  have  the  through  rate  raised,  as  it 
would  simply  mean  that  the  foreign  produce  would  move 
more  cheaply  by  an  all-water  route.    When  the  London 
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&  South-eastern  Railway  in  1887  placed  foreign  hops  on 
the  same  rate  basis  as  domestic  hops,  the  result  was  that 
the  former  moved  by  water  to  London.  The  English 
producer  was  injuriously  a£fected  by  the  increased  com- 
petition which  lowered  the  price.  At  present  approxi- 
mately 90  per  cent,  of  the  Continental  produce  im- 
ported by  way  of  Boulogne  and  Calais  goes  by  water  to 
London.  WTiile  the  farmers  recognize  the  superior  facil- 
ities for  handling  foreign  goods,  they  at  the  same  time 
consider  that  the  disparity  between  home  and  foreign 
rates  is  too  great.^ 

Some  part  of  the  compMnt  in  regard  to  preferential 
rates  is  attributable  to  misunderstandings  in  regard  to 
rate  conditions  as  well  as  to  a  lack  of  initiative  on  the  part 
of  the  farmers.  The  Royal  Commission  on  Agriculture 
stated  in  1897  that,  while  co-operation  among  farmers 
was  necessary  in  order  to  obtain  lower  rates,  this  matter 
could  not  be  helped  on  by  legislation.'  But  little  has  been 
done  by  the  farmers  to  accomplish  this.*  While  there  is 
much  unorganized  complaint  in  regard  to  agricultural 
rates,  the  farmers  are  presenting  very  little  evidence  before 
the  Departmental  Conmiittee,  which  is  at  present  investi- 
gating the  matter.  The  railways  have  been  more  willing 
than  the  farmers  to  co-operate.  For  forty  years  the  Lon- 
don &  North-western  has  been  collecting  small  consign- 
ments of  agricultural  produce  along  its  lines.  These  it 
forwards  in  bulk,  delivers  them  to  the  London  salesmen, 
pays  market  dues,  collects  the  proceeds  from  the  sales- 
men, and  forwards  the  balance  to  the  shippers.  The 
London  &  South-western,  which  does  a  large  business  in 

^E^f,,  evidence  of  W.  W.  Berry,  a  prominent  hop-grower  of  Kent,  before  tba 
Boi/al  Commx$9ion  on  AgrieuUurol  DeprM^ion,  1807.  answers  to  questions  40.1fX), 
40.226,  40.258.  See  also  statement  of  Mr.  Sinclair,  Hansard,  1004.  fourth  series, 
vol.  136.  p.  206. 

*  Final  Report,  p.  520. 

'See  statement  of  the  president  of  the  Board  of  Agriculture,  Hansard,  1002. 
fourth  series.  voL  108.  p.  1630. 
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package  freight,  iindertook  recently  to  supply  the  farmers 
along  its  lines  with  copies  of  Pratt's  The  Organization 
of  Agriculture.  All  of  the  railways  have  been  active  in 
giving  special  rates  to  encourage  agricultural  shipments.^ 
But,  while  the  Danes  are  shipping  produce  into  England 
on  relatively  low  rates,  which  are  the  result  of  co-operation, 
70  per  cent,  of  the  domestic  agricultural  shipments  on 
the  North-eastern  Railway  are  below  three  hundredweight, 
and  90  per  cent,  fall  below  one  ton. 


IV. 

CONTEOL  OVER  ACTUAL  RaTES. 

In  dealing  with  the  rate  policy  of  the  C!onmiission,  a 
distinction  must  be  made  between  the  period  prior  to 
1894  and  that  subsequent  thereto.  Though  it  had  been 
stated  in  1872  that  legal  maTcimum  rates  afforded  but  little 
real  protection  to  the  public,*  the  system  was  continued 
by  the  Act  of  1888.  While  the  work  of  the  Board  of  Trade, 
as  embodied  in  the  Provisional  Orders  Acts,  meant  in  all 
cases  the  sjrstematization  and  in  many  cases  the  reduction 
of  the  maxima,  the  outcome  was  not  satisfactory  to  the 
traders,  some  of  whom  wanted  a  general  reduction  of 
rates,  r^ardless  of  the  cost  to  the  railways.  The  change 
of  status  in  regard  to  reasonable  rates  introduced  by  the 
Act  of  1888  was  more  apparent  than  real.  The  former 
Railway  Commission  had  stated  that,  in  addition  to  there 
being  a  necessity  that  rates  charged  should  be  within 
the  maximum,  there  was  also  the  added  requirement  that 

1  For  fan  deUfl  oonoerninc  the  speoial  arrancementa  made  by  British  nuH- 
ways  in  this  Tegard  see  RaHwtty  Raim  and  FaeUiHrn^  copy  of  correspondence  be- 
tween the  Board  of  Acrietilture  and  Fisheries  and  the  Railway  Companies  of  Great 
Britain,  etc.*  1904.  A  large  number  of  details  bearing  on  the  question  of  prefer- 
ential rates  will  be  found  in  Pratt's  I2a»{isay«  and  thnr  Rat49.  This  book  has  come 
to  hand  since  the  material  contained  in  this  section  was  set  up. 

'Report  of  Ms  Joimi  Soled  CcmmiUot  on  Roikoanf  Compameo  Atnaiott$maUon, 
1IS72,  p. 
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they  must  be  reasonable.*  No  legal  action  had  been  taken, 
however,  in  regard  to  this  matt^.  Two  judicial  decisions 
pven  in  1883  and  in  1887  seemed  to  ufdndd  the  po&ition 
that  a  maTimiim  rate  sanctioned  by  Pariiament  was  con- 
clusively reasonable.*  But  the  stat^nmts  in  these  decir 
sions  are  simply  dicta,  since  the  question  of  reasonable- 
ness of  rates  was  not  directly  invcdved.  The  Act  of  1888, 
however,  settled  that  the  maximum  rate  was  conclusive 
of  reasonableness.' 

At  the  outset  of  its  work  the  only  way  in  which  the 
Oommission  was  brouf^t  in  touch  with  rates  was  throu^ 
the  provisions  conconed  with  undue  preference  and  with 
through  rates.  The  Commission  will  not  state  b^ore- 
hand  that  a  rate  is  pr^erentiaL^  One  of  the  commission- 
ers, Sir  Frederick  Ped,  has  tak«i  the  positicm  that  certain 
powers  over  actual  rates  were  given  to  the  Ommiission* 
He  has  construed  the  statement  in  the  " undue  preference" 
clause  which  directs  the  commissioners  to  consider 
^whether  the  mequality  cannot  be  remedied  without  un- 
duly reducing  the  rate  charged  to  the  comfdainant"  to 
giw  a  power  of  reilucing  the  hig^r  rates.*  Concern- 
ing this  interpretation  there  is  a>me  doubt.  Justice  Wills 
holds  that  the  worvis  in  question  do  not  confer  anj  rate- 
making  p«.>\^'er,  but  siiuply  indicate  the  circuimstances  to 
be  Cintiiivienxl.*  In  an  I^i^h  case  in  1S97,  in  which  the 
quee^tiou  of  vUsiributi\-e  ratet?  was  in%'olved,  it  was  held 

^  fvi»H^  ICf|Mr<  iff  liW  K^JH^k^nr  Cvmm*m*ifnm'9^  p^  Ik  Svctioa  14. 

«S¥#  Wvt*»<.'^M<wr>  v^\«./U)Mi  Jt  liiMv^MiWh*  tV  T.  Awm.  S  App.  Caa.  715,  hhI 
l>«Ml  ^«««t>r^  \.jH^Wu»  (V  v.  Vol.  w4/^.  U  .V(H.v  CaK».  3l^     U  t^  latt«  cuft  Locd 

iKMMsl  Kv   tt^  tyiluiMtUn^  IMWM4  b*  llU^Nft  K^  b«  %  nNKKMMhblt  mMw** 

*Nf«  l^wl  YkWKXvW.  U  Ky.  m40)mi*2  r^»ific  Ctew.  S8l 
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that  the  rate  to  the  shorter  distance  point  should  be  3d. 
per  ton  less  than  the  rate  to  the  longer  distance  point; 
but  no  attempt  was  made  to  determine  the  longer  distance 
rate/  In  1900  a  temporary  reduction  of  a  canal  toll  was 
directed.'  However;  it  cannot  be  said  that  these  deci- 
sions have  established  the  power  of  the  Commission  to 
reduce  rates  \mder  the  undue  preference  clause.  Sir 
Frederick  Peel  also  holds  that  the  Commission  may  fix 
a  through  rate,  no  matter  what  the  railways  concerned 
may  have  agreed  upon.  While  this  matter  has  not  been 
paased  on,  the  wei^t  of  opinion  is  against  such  an  inter- 
pretation.' It  would  appear,  although  this  also  has  not 
been  passed  upon,  that  the  Commission  has  no  power  to 
test  the  reasonableness  of  an  established  through  rate. 
While  the  Commission  has  power  to  fix  a  through  rate, 
if  the  parties  do  not  agree,  it  would  appear,  although  this 
is  a  moot  point,  that  it  has  no  power  to  apportion  such 
a  rate.^  The  Commission  stated  explicitly  in  1895  that 
it  had  no  power  under  the  Act  of  1888  to  inquire  into  the 
reasonableness  of  a  particular  rate.*  The  various  reduc- 
tions of  rate  which  have  been  ordered  in  connection  with 
the  workmen's  trains  applications  are  given  imder  an 
entirely  different  jurisdiction.* 

In  the  matter  of  group  rates  there  has  been  some  con- 
flict between  the  English  and  the  Irish  decisions.    The 

^Carriekfmvua  Harbor  CommiMtionen  and  Othtn  y.  B^fati  Northern  CounHm 
£».•  10  Ry.  ftad  Canal  TraiBe  Casaa,  74. 

*Fairw4ather^  Co,  and  (Hktn  y.  CorvortMon  of  York,  11  Ry.  and  Canal  Traffic 
201. 


*  Eyidenoa  before  Seleet  Committee  of  1803,  aniwen  to  questions  7003,  7064, 
7060.  See  also  the  extremely  guarded  etatement  of  Jnstioe  ¥^11b  before  the  same 
eommittee,  answer  to  question  8364. 

<This  point  was  raised  in  the  Forth  Bridge  case,  11  Ry.  and  Canal  Traffic 
Gbses,  5,  but  was  not  passed  upon. 

^Wta€  Ham  Corporation  y. Oraai  Baaiam  Ry.,  0  Ry.  and  Canal  Traffic  Cases, 
15. 

*S^.,  In  re  London  Reform  Union  y.  Oreai  Battem  Ry,.  10  Ry.  and  Canal 
Traffic  Cases,  280.    See  Ferguson,  Raihoay  RighU  and  Dutiee,  pp.  206,  207. 
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former  regard  competition  and  convenience  as  the  most 
important  factors.  The  latter  lay  more  stress  on  distance. 
The  appeals  from  the  Commission  have  settled  that  com- 
petition is  as  important  a  factor  in  connection  with  rates 
as  geographical  position. 

The  question  of  the  reasonableness  of  particular  rates 
was  suddenly  brought  before  the  Commission  in  1894. 
The  adjustments  necessary  in  putting  into  force  the  rates 
under  the  revised  maxima  were  great.  The  fact  that  fully 
one-half  of  the  traffic  is  carried  on  exceptional  rates, 
which  are  below  the  dass  rates,  still  further  complicated 
matters.^  At  the  same  time  there  was  an  apparent  desire 
on  the  part  of  some  of  the  railways  to  give  the  traders  an 
object-lesson  in  regard  to  the  disadvantages  of  the  legis- 
lative intervention  which  had  brought  some  maxima 
below  the  actual  rates  formerly  charged.  And  so  the 
maximum  class  rates  were  published  as  the  actual  rates 
effective  January  1,  1893.  The  outcry  which  followed 
quickened  the  work  of  adjustment,  and  led  to  an  \mder- 
taking  on  the  part  of  the  railways  that  the  rate  increase 
should  not  be  more  than  5  per  cent.  But  this  did  not 
prevent  the  enactment  of  a  piece  of  panic  legislation, 
passed  hurriedly  and  without  due  consideration.'  By 
this  act  it  was  provided  that,  where  rates  were  directly 
or  indirectly  increased  after  December  31,  1892,  they 
were  prima  facie  unreasonable.  The  fact  that  the  rate 
complained  of  was  within  the  maximum  was  not  to  be  a 
justification  of  the  increase.  The  Conunission  was  given 
power  to  deal  with  complaints  arising  under  this  act,  sub- 
ject to  the  provision  that  an  application  was  first  to  be 

^  Fbrd*toilooDe«ninc  Umm  imtM  sm  **IUc>on  on  tksQoaitioQof  Slow  Freiciits 
(GnitUnd),**  by  HMry  Smait,  BuUMin  o/  tW  /ntariMiCMmal  RmOwm^  Congr^m, 
Juty,  1904. 

*A  BUM*  oT  detftU  pro  Md  ooowfll  bo  fovad  io  the  ovidoaeo  tt»thbd  to  tho 
R«poH  •f  a*  S^ha  CmmhiUm  «/  ISOa.  So0  ol«o  Mavor,  "Tbe  Et^iab  iUilway 
Halo  QyoMkm***  <^MNfriir  J^mmml  of  Rnntmin,  April.  1804;  Aewoith,  Tka  EU- 
»  of  Rmihtav  Bcomomif^  pp>  147-154. 
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made  to  the  Board  of  Trade.  Over  seventeen  hundred 
complaints  were  brought  before  the  Board  of  Trade  be- 
tween the  date  of  the  passage  of  the  act  and  the  end  of 
February,  1895. 

In  the  investigations  leading  up  to  the  Provisional 
Orders  legislation  the  traders  had  all  along  been  desir- 
ous of  having  the  actual  rates  serve  as  maxima.^  The 
evident  intention  of  the  majority  of  the  members  of  the 
Select  Conunittee  of  1893  was  that  the  rates  in  force  at 
the  end  of  1892  should  be  the  maxima. 

In  taking  up  the  new  functions  imposed  by  the  revo- 
lutionary Act  of  1894;  the  Commission  had  a  full  appre- 
ciation of  the  difficulties  of  the  new  jurisdiction.  Jus- 
tice Collins  said;  ''I  cannot  suppose  that  Parliament  in- 
tended to  take  the  management  of  these  great  trading 
companies  [the  railways]  out  of  the  hands  of  the  practi- 
cal men  who  work  them,  and  to  place  it  in  the  hands  of 
the  Railway  Commissioners."  The  Commission  had  no 
intention  to  exercise  a  rate-making  power.  It  was  its 
intention  to  construe  the  legislation  strictly.  In  the 
interpretation  of  the  statute  there  was,  however,  a  dif- 
ference of  opinion  between  the  commissioners.  Lord 
Cobham  held  that  the  Commission  was  not  competent, 
of  its  own  knowledge,  to  say  whether  a  rate  was  reason- 
able or  not.  "No  tribimal,  however  expert,  would  imder- 
take  to  say  that  a  68.  6d.  rate  for  the  carriage  of  coal  from 
Derbyshire  to  London  is  reasonable,  but  that  6s.  9id. 
is  unreasonable."  The  legislature  had,  however,  given 
a  standard  of  reasonableness  in  the  rate  of  1892,  and  the 
rate  could  not  be  increased  above  this  imless  good  rea- 
sons were  shown.*  In  endeavoring  to  obtain  some  defi- 
nite standard  of  measurement  of  reasonableness,  the  Com- 

>J?^.,  ■peeoh  of  J.  H.  Balfour  Browne,  already  dted.  p.  171.  Evidenoe  of 
ICanhaU  Steven*  before  the  Select  Committee  of  1803,  answers  to  questions  2448  and 
2518. 

*  Derby  SUktUme  Coal  Co.,  Ltd.  v.  Midland  By.,  9  Ry.  and  Canal  Traffic  Cases, 
107. 
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mission  ruled  out  all  reference  to  competition^  or  to  that 
more  inclusive  system,  charing  what  the  traffic  will 
bear.^  The  opinion  of  the  traders,  that  the  rates  in  force 
at  the  end  of  1892  should  be  maximum  rates,  received 
a  partial  support  from  Lord  Cobham,  who  held  that  the 
fact  that  a  rate  had  not  been  increased  prior  to  1892 
created  a  strong  presumption  against  the  railway  because 
it  had  not  increased  the  rate  when  it  had  the  unchallenged 
right  to  do  so;'  but  Justice  Collins  held  that  conditions 
prior  to  1892  could  be  considered,  and  that  the  reason- 
ableness of  a  rate  was  to  be  tested  by  conditions  existing 
or  apprehended  before  the  le^slation  came  into  force.' 
Later  decisions  have  taken  into  consideration  conditions 
subsequent  to  1894.^  There  still  rmiained  the  question 
of  the  criterion  of  reasonableness.  Justice  Collins  held  that 
this  should  be  Jcost  of  service.  Reasonableness,  he  held, 
must  be  measured  by  r^erence  to  ^the  service  rendered 
and  the  benefit  received."  TMs,  in  his  opinion,  pointed  to 
cost  of  service  as  the  base,  because  ''the  service  rendered 
and  the  benefit  received  was  unaffected  by  the  prosperity 
or  misfortime  of  the  parties  to  the  contract."*  This 
squared  with  the  views  of  the  traders,  who  held  that  the 
true  basis  of  a  rate  was  cost  of  service.*  The  fact  that  the 
legislation  provided,  in  the  first  instance,  a  rate  of  an  ante- 
cedent period  as  a  criterion  of  reasonableness  would  seem 
to  show  an  intention  of  ruling  out  in  the  present  rate 


>ff^.,  CkarhM  mmi  Socriakm  Cothrim  Co.  r.  ffutk  nttmrn  fiy..  9  Ry.  and 
CuiaI  Tmffie  Cmm.  140.  In  Biaek  A  Sot^  r.  Caltdomimn  Ay..  ^Ic.  11  Ry.  ukI 
CamJ  Tmffie  Cmm.  170,  Um  Omvt  of  Smsmm  rafmed.  on  app«al.  to  snni  Um 
piooMs  whioh  would  •liable  th«  raihvay  ciompMiwMi  to  ia^rwrtigita  tba  books  of 
tba  applieaiila  to  mo  what  thmr  profits  hsd  bssn  Amac  a  srrtn  psriod. 

>  Dtrb^  SiUt9i§m§  CpoI  C».  csss.  130.  *nMd.p.lll. 

« JT^,  Bkiek  d  5«<%s.  W  mpf^ 

*DmM/  5ilM#iM  eass,  US.  TIm  dseisioB  ia  thb  rs^ard  is  based  ob  Caa- 
mim  SoMlWa  Ky.  Co.  r.  Inttmahm^  Arildfs  Cm^  8  App.  C^  7S1,  732. 

•jr^.,  Wttar  of  Sir  Jassts  Whitsbaad.  pvswlaat  of  tba  Maawm  Hoass  Asso- 
oiatkw,  Loadoa  Timm,  Owwinbar  2:1.  1382;  also  mnob  of  J.  H.  BaUbor  Biowas 
Ml  sayra,  p.  257. 
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any  consideration  of  what  the  traffic  would  bear;  for, 
if  charging  what  the  traffic  would  bear,  in  the  present, 
were  admitted  as  a  present  criterion  of  reasonableness, 
it  is  difficult  to  see  how  the  past  rate  could  serve  as  a 
standard  of  reasonableness,  when,  presumably,  what  the 
traffic  would  bear  was  something  essentially  different. 

The  increases  in  rates  complained  of,  which  have  for 
the  most  part  arisen  in  connection  with  coal  traffic,  have 
in  a  number  of  cases  been  indirect,  attributable  to  de- 
creases in  the  allowance  made  for  wastage  in  the  coal 
traffic,  etc.  The  criterion  the  Commission  has  found  it 
necessary  to  adhere  to — cost  of  service — has  tied  it  down 
to  an  arbitrary  arrangement.  To  meet  this  condition, 
the  railways  have  had  recourse  to  technicalities  savoring, 
in  some  instances,  of  subterfuge.  In  one  case  it  was  si- 
l^ed  that  the  increase  complained  of  was  attributable 
to  an  increase  in  the  cost  of  cartage  as  distinguished  from 
conveyance  charges.  The  former  fell  under  terminal 
services,  over  which  the  jurisdiction  of  the  Commission 
was  limited.^ 

No  general  principle  has  been  established  in  the  imrea- 
sonable  rate  cases.  The  railways  had  claimed  the  right 
in  1893  to  increase  the  rates  by  5  per  cent,  as  compared 
with  the  rates  in  force  in  1892.  While  the  traders  never 
recognized  the  validity  of  this  claim,  the  Board  of  Trade 
by  1898  had  accepted  this  arrangement  as  justifiable. 
The  important  Smith  and  Forrest  case,  which  came  up 
in  1899,  was  intended  to  test  this  arrangement.'  Com- 
plaint was  made  by  the  oil  refiners  of  Liverpool  and  Man- 
chester that  an  increase  of  5  per  cent,  was  imreasonable. 
The  increase  was  in  part  direct,  in  part  indirect,  attributa- 
ble to  decreases  in  cartage  rebates.    The  matters  involved 

1  if ofwitm  Haut9  AwtociaUcm,  etc  r.  L.  ^  N.  W,  Ry,,  9  Ry.  and  Csnal  TraiBe 
0mm,  174.  Sm  eopeoially  the  remariu  of  Lord  Eaher  in  the  appeal  proceedinga, 
199  and  200. 

>  8mm  <ft  Fonmi  t.  L.  <ft  N.  TT.  Ry.  and  Of/Ura,  1 1  Ry.  and  Canal  TraiBe  CaaM , 
IM. 
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were  pertinent  to  the  whole  frei^t  traffic  of  the  United 
Kingdom,  and  a£fected  future  as  well  as  past  rates.  The 
railways  introduced  statistical  evidence  showing  that, 
because  of  various  increases  in  cost,  particularly  in  the 
case  of  labor,  expenses  were  5.1  per  cent,  higher  in  1892 
than  in  1888  and  6.3  per  cent,  hi^er  in  1898  than  in 
1892.  The  railways  deared  to  carry  the  comparisons 
back  to  1872,  when  many  of  the  old  rates  had  been  fixed; 
but  the  Conmiission  considered  1888  a  sufficiently  re- 
mote date,  and  comparisons  were  made  with  the  condi- 
tions of  1891.  It  was  found  that  an  increase  of  3  per  cent, 
would  be  justified.  The  Commission  has  thus  shown  its 
intention  to  look  at  each  case  by  itself.  If  a  5  per  cent, 
increase  should  be  found  justifiable  in  a  particular  case, 
it  would  not  necessarily  have  any  bearing  on  a  later  de- 
cidon. 

The  desire  of  the  Commission  not  to  engage  in  any 
rate-making  experiments  has  kept  it  from  Tnaking  any 
statements  as  to  general  rates.  It  has  concerned  itself 
with  the  reasonableness  of  particular  rates.  The  Com- 
mission has  painstakin^y  endeavored  to  get  at  the  cost 
involved.  The  decisions  have  been  compromises.  Where 
decisions  have  been  against  the  railways,  damages  have 
been  awarded  on  the  basis  of  the  difference  between  the 
increase  and  what  was  deemed  a  justifiable  increase; 
and  the  railways  ha\'e  been  ordered  to  desist  charging 
the  unreasonable  rates.  In  a  recent  case  an  attempt 
was  made  to  obtain  an  expansion  of  the  unreasonable 
rate  jurisdiction,*  It  was  contended  that  it  was  unrea- 
sonable to  increase  a  rate,  although  the  increased  rate  was 
still  below  the  point  to  which  it  had  been  decreased  in 
1894,  The  Commission  did  not,  howe%'er,  pass  upon 
this  question.  It  is  apparent  that,  if  such  a  contention 
were  acceptcil,  still  niore  rigidity  would  be  introduced 

JUwir«y  T%Mmm,  January  21*  ItfOO. 
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into  the  system.  The  traders'  anticipations  as  to  the 
effect  of  the  Act  of  1894  have  been  nullified  by  the  will- 
ingness of  the  Commission  to  consider  conditions  ante- 
cedent to  the  legislation.  The  whole  position,  it  must 
be  recognized,  is  an  exceedingly  artificial  one.  While 
the  position  taken  by  the  Commission  is  strained  and 
unsatisfactory,  it  is  difiicult  to  see,  when  it  was  specifi- 
cally referred  back  to  the  conditions  of  1892,  what  other 
method  it  could  have  adopted.  By  acting  as  it  has, 
a  degree  of  elasticity  has  been  retained  for  the  process 
tmder  the  legislation  which  it  otherwise  would  not  have 


V. 

It  was  objected  at  the  outset  that  the  judicial  member 
would  dominate  the  Commission,  owing  to  the  difficulty 
of  distinguishing  between  law  and  fact.  It  has  happened, 
however,  that  in  the  performance  of  their  duties  the  lay 
members  determine  on  questions  of  fact.  At  the  same 
time,  while  the  opinion  of  the  ex-officio  commissioner  is 
final  on  a  point  of  law,  the  lay  members  also  form  and 
express  their  opinions. 

The  government  has  throughout  considered  the  re- 
quirement that  one  member  of  the  Conmiission  shall 
'^be  experienced  in  railway  business''  to  mean  that  he 
shall  have  been  a  railway  director  or  a  railway  manager.' 
Exception  has  been  taken  to  this  by  the  traders.  To 
the  attempt  to  obtain  a  business  representative  on  the 
Conmiission,  in  addition  to  a  railway  representative,  the 

1  The  eritieiam  directed  against  the  Commiaeion  by  GrinlinCf  in  BritM  RaU' 
wayt  OM  Bu»intn  ErUerprtBet,  pp.  161-163.  contained  in  Aahlesr's  BHHaK  Indu»- 
trim,  is  not  wholly  justified. 

*  Mr.  Price,  before  his  appointment  to  the  Commission  of  1873.  had  been  chair- 
man of  the  Midland  Railway.  Viscount  Cobham.  who  succeeded  Mr.  Price  in 
1891,  had  been  deputy  chairman  of  the  Great  Western.  On  Viscount  Cobham's 
nsicnation,  early  in  the  present  year,  he  was  succeeded  by  Mr.  Gathome-Hardy, 
who  had  been  deputy  chairman  of  the  South-eastern. 
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railwajrs  are  not  opposed.  It  is  from  the  govermnent 
that  the  objection  has  come.  Mr.  Mundella,  when  presi- 
dent of  the  Board  of  Trade,  said  he  would  be  glad  to 
appoint  a  ^really"  budness  man  who  should  be  an  im- 
partial authority,  fairly  representative  of  the  trading 
class.  Mr.  Mundella  had  stated  that  the  Commission 
as  then  constituted  was  generally  unsatisfactory.^  An 
attempt  was  made  by  the  traders  in  1894  to  so  amend 
the  legislation  that  one  of  the  commissioners  should  be 
''experienced  in  trade  or  commerce."  This  was  not 
pressed  beyond  the  first  reading.'  Mr.  Bryce,  who  suc- 
ceeded Mr.  Mundella,  held,  however,  that  no  such  restric- 
tion as  his  predecessor  had  favored  should  be  placed 
on  the  choice  of  the  government.  The  desire  to  have  a 
commercial  representative  is  still  active.  Believing  that 
the  commissioners  should  be  assessors,  possessed  of  ex- 
pert knowledge,  rather  than  judges,  the  traders  have 
urged  that  the  terms  of  the  commissioners  should  not 
exceed  ten  years,  so  that  there  mi^t  be  an  opportunity 
to  keep  constantly  in  touch  with  actual  conditions. 

Looking  at  conditions  as  they  are,  it  is  apparent  that 
the  presence  of  a  railway  representative  on  the  Conmiis- 
rion  has  meant  that  those  appearing  before  it  have  been 
more  careful  to  give  essential  details.  There  is  no  real 
cause  for  complaint,  from  the  traders'  standpoint,  con- 
cerning the  services  which  the  lay  members  have  per- 
formed. Hie  railway  representative,  for  example,  in 
the  enforcement  of  the  legislation  of  1894  has  followed 
very  closely  the  ideas  favored  by  the  traders.  Sir  Fred- 
erick Peel  has  been  willing  to  give  a  broad  construction  to 
the  legislative  provisions  concerned  with  control  of  rates. 

The  average  English  trader  asks  for  a  process  which 

iBABwrd,  1804,  fourth  mtms,  toL  SS,  pp.  79S,  70S. 

•TtM  t«l  of  this  bil  wm  Iw  found  ia  Ik*  RmOmt^  Timtm,Jwm  It,  ISM,  p. 
78S.    8»  dbo  iUrmi  •f  tW  S^Ua  rnimmBii  •f  IWl.  p  ntt. 
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diall  be  ''shorti  sharp,  and  decisive."  And  to  him  the 
process  of  the  Commission  has  undoubtedly  been  unsat- 
isfactory. As  a  minimum,  six  weeks  elapse  between  the 
filing  of  the  application  and  the  decision  of  the  case.^ 
In  a  number  of  cases  more  than  a  year  has  elapsed  between 
the  initial  hearing  and  the  decision.  In  some  cases  the 
delays  are  attributable  to  adjoiunments  in  order  to  per- 
mit the  obtaining  of  more  evidence.'  In  other  cases,  de- 
lays have  been  caused  by  an  endeavor  to  get  the  parties 
to  settle  the  questions  in  dispute.  When  cases  are  ap- 
pealed, there  are  further  delajrs.  While  one  case  has 
been  decided  on  appeal  within  two  months  after  the  de- 
cision of  the  Commission,  the  usual  period  is  from  six 
months  to  one  year. 

Notwithstanding  the  assumption  in  1887,  that  giving 
a  locus  standi  to  governing  bodies  and  to  traders'  asso- 
ciations would  cause  much  litigation,  the  niunber  of  com- 
plaints is  not  great.  In  the  period  1889-1903  there  have 
been,  on  the  average,  fifty  applications  a  year;  but  many 
of  these  have  been  of  minor  importance.  In  the  same 
period  there  have  been  on  the  average  twenty-three  de- 
cisions a  year.  But  here  there  are  many  cases  where  one 
decision  covers  a  group  of  identical  cases.'  Complaint 
has  been  made  of  the  small  nimiber  of  days  on  which  the 
Commission  sits.  In  the  nine  years,  189&-1904,  the  av- 
erage period  the  Commission  has  sat  annually  as  a  court 
is  thirty-two  days.  This,  it  is  true,  is  exclusive  of  the 
days  when  the  Commission  has  sat  to  consider  applica- 
tions for  sanctioning  working  agreements  between  rail- 
ways, the  time  taken  up  in  connection  with  the  admin- 
istrative duties  of  the  Commission,  and  the  days  on  which 

iThe  RoIm  of  Prooednie  of  the  Commiflnon  allow  tweniy-one  days  after  the 
filinc  of  the  applieation  for  the  filinc  of  replies. 

'S4f.,  the  important  case  of  Spillers  A  Bakers,  etc.,  was  heard  first  December 
9  and  10,  1903.  It  was  theo  adjourned  for  further  evidence,  and  was  decided  in 
July,  190i. 

•See  Table  I. 
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the  registrar  oi  the  Commisfflon  has  inquired  into  dam- 
ages and  interlocutory  proceedings  which  would  other- 
wise come  before  the  commissioners  acting  as  a  court. 
Of  these  no  record  is  kept;  but,  after  making  all  allow- 
ance, it  is  apparent  that  the  Conmiission  is  not  over- 
worked. It  is  apparent,  however,  as  has  been  recognized 
by  the  traders  themselves,  that  the  mere  enumeration 
of  the  number  of  days  on  which  the  Commission  has  sat 
is  no  criterion  of  its  usefulness.^ 

The  Commission  is  criticised  on  accoimt  of  its  expense. 
This  criticism  is,  however,  directed  only  to  a  slight  ex- 
tent against  its  cost  of  maintenance.'  It  is  the  expense 
of  obtaining  a  decision  that  the  critics  have  in  mind.  In 
recommending  a  limitation  of  the  li^t  of  appeal,  the 
committee  of  1882  intended  to  limit  expense.  By  pro- 
viding for  the  intervention  of  the  Board  of  Trade  in  vari- 
ous matters,  the  l^islation  of  1888  hoped  that  the  ex- 
pense of  proceedings  might  be  kept  down.  The  attempt 
of  the  legislation  of  1894  to  lessen  expense,  by  providing 
that  costs  should  not  be  granted  by  the  Commission, 
except  in  case^  where  the  daim  or  the  defence  is  frivo- 
lous or  vexatious,  was  intended  to  obviate  the  bimien  of 
the  fees  of  the  railway  lawyers  falling  on  the  trader,  when 
defeated  in  a  case.  The  admittedly  high  expenses  are 
not  attributable  to  the  fees  of  the  Commission,  which 
are  moderate,'  but  to  the  development  of  a  technically 
equipped  Railway  Commission  Bar.  It  was  early  seen 
that  the  necessary  prominence  of  the  lawyers  employed 
would  make  the  process  relatively  expensive.  The  same 
conditions  existed  in  connection  with  the  Commission 

1  In  thb  oonnaotioii  ne  the  «f  tement  of  Sir  B.  Samuebon,  who  was  very  motive, 
on  the  traders'  side,  in  the  steps  leading  up  to  the  legialation  of  1888.  Hansard, 
1888.  third  series,  vol.  378.  p.  1887. 

*  In  1003  the  oost  of  maintenanee  of  the  Commission  amounted  to  £6.497. 

•See  Railway  and  Canal  Commission  Proeedure,  Schedule  III.,  Woodfall, 
op.  oil.  See  alao  SitaU  CommiUm  am  IfiUniaU  Commurc*,  «l  supra,  voL  v^  Appendix 
B,  p.  820.    The  Commission  fees  in  rate  oases,  as  a  maximum,  do  not  exceed  £5. 
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of  1873.  In  the  body  of  lawyers  found  practising  before 
the  Commission  are  many  whose  names  are  prominent 
in  the  Parliamentary  bar, — ^a  practice  whose  fees  are 
high.  Tlie  l^al  work  before  the  CJommission  has  tended 
to  fall  into  the  hands  of  a  relatively  small  nmnber  of 
practitioners.^  Prior  to  1894  it  was  the  practice  to  allow 
costs  for  two  lawyers,  imless  when  some  especially  tech- 
nical matter  was  involved.*  Since  1894  there  have  been, 
on  the  average,  two  lawyers  on  each  side  in  the  traders' 
cases.  Under  these  conditions  the  expense,  in  a  case 
contested  before  the  CJommission,  nms  from  £150  to  £200 
a  day.  Tlie  individual  trader  is  able  to  lessen  his  ex- 
pense where,  as  in  the  sidings'  rent  cases,  a  group  of 
traders  bring  action  on  a  common  set  of  facts.  Only 
in  one  case  has  a  rate  matter  been  presented  before  the 
CJommission  by  the  complainant  himself;  and  he  was 
unsuccessful.  Tlie  judicial  members  of  the  CJommission 
are  opposed  to  the  complainants  appearing  in  person. 
While  it  is  true  that  in  one  case,  which  was  settled  be- 
fore trial,  the  total  court  costs  to  the  complainant  were  £1 ; 
and  these,  with  his  other  expenses,  were  reimbursed  to 
him  by  the  railway,  it  is  apparent  that  those  who  are 
aggrieved  in  snudl  matters  cannot  afiford  to  come  before 
the  Commission.*  There  have  not  been  the  migratory 
sessions  of  the  Conmiission  which  the  traders  favor.  The 
sessions  are  held  in  the  capital  cities  of  the  coimtries  con- 
cerned.   It  is  cheaper  to  have  the  cases  taken  to  the  tech- 

>  In  the  58  tnden'  eaaes  covered  by  the  reported  deoimone  down  to  1902,  68 
lawyers  took  part.  Mr.  J.  H.  Balfour  Browne,  K.C.,  who  is  the  dean  of  the  traders' 
lesal  foroes,  appeared  in  41  cases;  Mr.  C.  A.Cripps,  in  36;  Mr.  E.  Moon«  in  31.  In  all 
thsre  were  32  lawyers  who  appeared  in  more  than  three  casss.  Ei^t  of  these 
appeared  in  more  than  ten  cases  each.  The  leaders  have  not  practised  exclusively 
on  one  aide.  For  example,  Mr.  C.  A.  Cripps,  who  has  appeared  in  80  cases  for  the 
raihrayB,  has  appeared  in  6  casss  on  the  traders'  side. 

'Tbersffistrar  is  the  taxing  oiBcer  of  the  Commission.  See  appeal  from  his 
dsoision  in  this  connection  in  OlamoroanBhvn  County  Council  v.  Oreai  WmUm 
Ay..  0  Ry.  and  Canal  Traffic  Cases.  1. 

"See  evidence  of  T.  Middleton  before  the  Royal  Commission  on  Agricultural 
Dsprsasion,  1807,  answer  to  question  2361. 
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nically  equipped  lawyers  in  the  capital  cities  than  to  have 
these  come  to  the  cases  in  local  centres.  If  the  case  in- 
volvesjany  matter  of  considerable  moment,  the  contest 
has  to  be  carried  on  against  the  Railway  Association. 
This  being  so,  the  complaints  have  to  be  fought  out  by 
firms,  groups  of  traders,  trade  associations.  Chambers  of 
Commerce,  local  governing  bodies.^  Tlie  cost  of  a  suit 
before  the  Commission  is,  under  these  conditions,  about 
the  same  as  before  any  other  high  court.' 

In  view  of  the  expense  attaching  to  suits  before  the 
Commission,  it  has  bc^n  urg^  that  the  power  possessed 
by  the  Board  of  Trade  under  the  Act  of  1873  to  institute 
proceedings  before  the  Railway  Commission  should  be 
utiliied.  While  the  railways  would  not  object  to  the 
Board  of  Trade  presenting  before  the  Commission  mat- 
ters arising  under  the  conciliation  procedure  of  the  Board, 
where  its  decisions  have  not  been  accepted  by  the 
railways,  it  has  been  held  that  this  would  interfere  with 
the  efficiency  of  the  conciliation  clause.  Tlie  government 
has  held  that  to  make  a  government  department  public 
prosecutor  in  cases  before  the  Railway  Commission  would 
savor  rather  of  persecution  than  of  prosecution.'  One 
exception  has  been  made  to  this  general  rule.  In  1899 
the  Irish  Department  of  Agriculture  was  empowered 
in  its  act  of  organiiation  to  present  rate  grievances  before 
the  Commission  at  the  public  expense.  So  far  there  has 
been  only  one  such  case,  in  1902.  In  this  the  Board  of 
Agriculture  was  successful. 

The  Associated  Chambers  of  Commerce  urged  in  March, 

lOn*  of  lb*  Ukosl  inl«r«0iiQt  trmA^  Meoci*Uoa»  m  thm  Mawrion  How  Awnnia 
Uoa.  fouinWd  m  1889.     It  rvpr«a«at«d.  brlor*  tbe  BoMd  of  Trade  in   188»-W, 
aOO  public  ttod  looftl  •uthoniiM,  174  «oaiiiMroua  mad  acnraltoral  ovvMuatttioaa, 
bM«U««  A  l«rf»  Bumb«r  of  indivKhxals. 

*WhU«  IK*  Umilatioik  of  appeal  redneee  the  eipen— .  tke  powen  of  tke  Oowt 
of  Appeal  lo  grant  eoaU  ia  OMumaaioa  eaiee  »  bo4  ageclad  bor  the  kgiiiatwa  of 

•HaBMrd.  ISSS.  third  feriee.  vol.  3781.  p.  I90U  lUUmeal  of  Ho«.  JoMpk 
Oliaabariaia 
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1904y  thaty  with  a  view  to  cheapness  and  expedition,  the 
local  county  courts  should  be  used  in  cases  between  the 
railways  and  the  traders.  This  suggestion  is  especially 
intended  to  cover  the  case  of  the  small  trader.  In  one 
form  or  another  it  has  been  imder  discussion  since  the 
early  nineties.  Cases  afifecting  railways  already  come 
before  the  county  courts  from  time  to  time.^  While  the 
county  court  method  of  procedure  might  work  fairly  well 
in  local  matters,  it  is  apparent  that  this  procedure  is  un- 
fitted for  matters  of  more  general  interest.  Tliere  would 
also  be  a  defect  in  that  the  way  is  open  for  a  lack  of  ex- 
pedition. Appeals  may  be  taken  on  points  of  law  or  equity 
from  the  decisions  of  the  county  court.  In  the  consider- 
ation of  these  appeals  the  high  courts  are  empowered  to 
draw  inferences  of  facts.  Exceedingly  small  matters  are 
i^pealed  at  present.  In  1904  one  appeal  was  concerned 
with  an  alleged  overcharge  of  lljd.  on  a  railway  journey.* 
It  has  been  suggested,  however,  that  the  cost  of  appeals 
under  the  proposed  jurisdiction  should,  where  the  appeal 
is  by  a  railway,  be  borne  by  the  railway.* 

When  the  Act  of  1894  was  under  discussion,  it  was 
claimed  that  the  legislation  was  defective,  m  that  it  had 
not  restored  the  right  possessed  prior  to  1888  to  challenge 
the  reasonableness  of  all  rates.  To  the  proposition  to 
confer  rate-making  power  on  the  C!ommission  the  govern- 
ment was  strongly  opposed.  It  considered  that  "to  ask 
the  Railway  CJommission,  or  any  tribunal,  to  consider  what 
is  a  reasonable  rate  would  be  to  give  them  no  firm  groimd 
on  which  they  could  stand."*    Back  of  all  the  criticism 

^B4f.t  eaaes  arising  under  Section  6  of  the  Railway  Rates  and  Charges  Act 
of  1801.  This  section  is  concerned  with  special  charges  that  may  be  made  by  rail- 
ways for  special  services. 

UeUim  V.  Lane,  A  YorkOnf  Ry„  2  K.  B.  1904.  313. 

tWa^iom  and  Stevens,  op.  eti.,  p.  96. 

^Statement  of  Hon.  James  Brsrce,  president  of  the  Board  of  Trade,  in  an  in- 
terview with  the  deputation  on  railway  rates  and  charges,  June  16,  1894,  RaU- 
wav  Timmt  June  23.  1894. 
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directed  by  the  trader  against  the  CJommission  there  is  in 
reality  a  desire  that  the  rate-making  power  should  be  ex- 
ercised. But,  while  the  desire  exists,  there  is  a  lack  of 
unanimity  as  to  the  means  to  use  to  accomplish  this.  In 
this  imcertainty  some  are  looking  to  the  Board  of  Trade. 
TTie  Board  of  Trade  was  given  jurisdiction,  imder  the 
Act  of  1888,  to  deal  with  rate  grievances  through  a  con- 
ciliation process  modelled  on  that  contained  in  the  Act 
to  r^ulate  CJonunerce.  It  is  also  empowered  to  at- 
tempt to  settle  complaints  about  unreasonable  rates. 
Tlie  operation  of  the  Board  of  Trade  under  its  conciliation 
jurisdiction  is  recognized  as  having  met  with  a  consid- 
erable degree  of  success.^  Agreements  have  been  obtained 
in  about  one-third  of  the  cases  brought  before  it.  By 
the  explanations  it  obtains  from  the  railways  the  board 
is  also  able  to  settle  incipient  rate  grievances.  The  proc- 
ess is  simple  and  inexpensive.  When  a  complaint  is  made, 
the  railway  is  conmiunicated  with,  so  that  a  statement 
of  its  position  may  be  obtained.  If  the  matter  cannot 
be  settled  by  correspondence,  an  attempt  is  made  to  ar- 
range a  meeting  at  the  Board  of  Trade  between  the  com- 
plainant and  a  railway  representative.  Here  the  matter 
is  taken  up  in  an  informal  manner.  Isolated  cases  have 
dragged  on  a  year  without  a  decision,  but  normally  some 
settlement  is  obtained  much  more  promptly.  Complaints 
varying  from  an  overcharge  of  2d.  on  a  lawn-mower  to 
questions  concerned  with  preferential  rates  come  before 
the  board.  In  1900  it  was  able  to  obtain  a  reduction  in 
distributive  rates  affecting  five  himdred  towns  in 
England  and  in  Ireland.  Smce  1888  over  eleven  hundred 
cases  have  been  brought  before  the  board.*     Approxi- 

>  This  it  ftdmitted  by  so  strong  an  advoe»t«  of  the  ratn-malrim  power  as  Mr. 
W.  A.  Hunter.  See  en  article  of  hia,  ''Railway  Rates  and  the  Common  Weal." 
Ntw  Amsip,  vol.  viii.  p.  841. 

'This  is  exclusive  of  ovw  1,900  unreasonable  rate  complaints  dealt  with  by 
a  special  official  prior  to  1890. 
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mately  one-half  of  these  were  presented  m  the  period 
1899-1903.  Tlie  following  summary  shows  the  result 
of  the  more  important  applications: — 


PsnrcvAX  Aptucatioms,  1800-1008. 


Delays  in  conveyances,  faeilities,  eCe. 
FariKtina  and  tolls  on  canals    .    .    .    . 

Bates,  differential 

Rates,  preferential 

Bates,  throoch  rates  obtained  .  .  .  . 
Bates,  thronch  rates,  reduction  of  .  . 
Rates,  nnreasonable,  reduction  of  .  . 
Rebate,  cartace     


Seventh  Report. 


Settled. 


4 
16 


2 

2 

87 

6 

1 


Unsuc- 
cessful. 


0 
16 

4 
18 
2 
7 
2 
82 
8 


Eishth  Report. 


Settled. 


18 
8 


Unsuc- 
ocssfuL 


12 
6 

10 

4 

1 

20 

2 


Tliere  were,  then,  imder  these  headings  satisfactory  agree- 
ments in  about  one-fifth  of  the  applications  made. 

While  the  conciliation  work  of  the  Board  of  Trade  has 
met  with  a  fair  degree  of  success  in  smaller  matters,  it 
has  failed  when  larger  matters  have  had  to  be  dealt  with. 
In  Pidcock's  case,  which  later  came  to  the  Railway  C!om- 
mission,  there  was  involved  the  right  of  the  complainant 
to  receive  rebates  in  respect  of  terminal  services  not  per- 
formed at  his  sidings.  TTie  matter  dragged  on  for  seven- 
teen months,  and  finaUy  the  railways  stated  they  would 
take  the  matter  to  the  CJommission,  although  in  the  opm- 
ion  of  the  Board  of  Trade  the  "  matter  was  of  no  such 
intricacy  or  diflBculty  as  to  make  the  arbitrament  of  a 
more  elaborate  tribunal  essential  to  a  just  decision."^ 
The  railways  will  not  recognize  the  conciliation  procedure 
in  any  matter  which  involves  legal  right.  With  a  view 
to  simplif3ring  procedure  the  Act  of  1888  provides  that, 
when  a  trader  desires  to  obtain  a  through  rate,  a  prelim- 


^Fourth  lUport  cf  th§  Board  of  Trado  of 
Bmkpoy  and  Canal  Tra^  Act,  1888,  p.  6. 


Proetodinot  utuUr  Section  Bl  of  the 
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inary  hearing  before  the  Board  of  Trade  is  necessary. 
However,  once  the  determination  of  the  Board  on  such 
a  matter  has  no  I^al  effect,  the  preliminary  hearing  has 
become  simply  a  perfimctory  matter.  The  Board  of 
Trade  \a  unwilling  to  express  an  opinion;  while  the  rail- 
wajrs  are  unwilling  to  take  any  position  that  may  be  used 
against  them  before  the  Ck)mmission. 

When  the  rate  increases  of  1893  were  under  discussion, 
the  Mansion  House  Association  proposed,  on  behalf  of 
the  traders,  to  accept  the  decision  of  the  Board  of  Trade 
on  these  rates  if  the  railways  would  also  pledge  themselves 
to  accept  the  decision.  But  to  this  the  railways  would 
not  agree.  To  the  attempt  to  give  the  Board  of  Trade 
power  over  rates  the  railways  are  strongly  opposed. 
TTiis  position  is  also  supported  by  the  Board  of  Trade 
itself.  It  has  constantly  claimed  that  the  strength  of 
the  conciliation  procedure  of  the  board  is  wholly  attribu- 
table to  lack  of  compellmg  power.  It  is  averse  to  any  in- 
creased jurisdiction  over  rates  being  conferred  upon  it. 
It  also  believes  that,  if  a  new  rate  tribunal  is  organized, 
it  should,  while  equipped  with  a  conunanding  personnel^ 
be  of  the  "advisory"  type. 


VI. 

Table  I.  indicates  that,  from  the  traders'  standpoint,  the 
most  important  matters  brought  before  the  CJommission 
are  sidings'  rent  charges,  preference,  imreasonable  rates, 
charges  for  services  at  sidings,  and  reasonable  facilities. 
Attention  has  already  been  directed  to  the  importance  of 
sidings'  traffic  in  British  railway  working.  For  many 
years  the  small  traders  engaged  in  retailing  coal  had  been 
using  the  trucks  as  storage  warehouses.  TTie  railways 
objected  to  their  sidings  being  crowded  with  loaded  trucks. 
The  colliery  owners,  to  whom  the  rolling  stock  belonged, 
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also  objected.  Formerly  the  railways  had  charged  de- 
murrage charges  based  on  the  average  tune  a  truck  was 
detained  on  a  siding.  In  1895  the  railways  decided  to 
charge  demurrage  based  on  the  actual  time  a  truck  was 
detained  on  a  siding  over  and  above  the  time  necessary  to 
unload  it.  Since  1895  many  applications  dealing  with 
this  arrangement  have  been  brought  before  the  CJommis- 
sion.  Some  have  come  up  imder  the  heading  of  legality 
of  rates,  others  imder  the  heading  of  tmreasonable  rates. 
The  complaints  in  regard  to  charges  for  services  at  sidings 
are  attributable  to  the  fact,  already  sufficiently  explamed; 
that  in  the  English  railway  system  there  are  various 
special  chaises  over  and  above  the  conveyance  rate. 
As  \a  mdicated  in  Table  I.,  779  applications  have  been 
made  to  the  Ck)mmission. 

TTie  preventive  eflfect  of  the  CJommission  is  in  part 
measured  by  the  details  given  in  Table  II.  A  special  ex- 
ample will  make  the  preventive  effect  clearer.  In  1902 
some  forty-seven  cases,  which  were  brought  before  the 
Commission  alle^ng  that  the  Midland  Railway  was  imduly 
preferring  a  prominent  colliery,  such  favor  being  to  the 
detriment  of  the  complainants,  were  settled  before  trial. 
In  all,  219  cases  have  been  settled  or  withdrawn.  Formal 
action  has  been  taken  in  346  applications,^  leaving  approx- 
imately one-third  of  the  applications  concerning  which 
there  is  no  further  record. 

There  have  been  only  three  cases  in  the  history  of  the 
Conmiis^on  in  which  anything  savoring  of  a  secret  rebate 
has  been  brought  before  it.  The  work  of  the  Ck)mmission, 
in  so  far  as  rates  are  concerned,  has  been  almost  entirely 
concerned  with  freight  traffic.  The  Act  of  1888  makes  no 
direct  provision  for  action  in  regard  to  passenger  rates. 

'This  indiidM  »  larse  nomber  of  group  daoimoiu;  i^.,  where  one  deoieion 
oovwB  identicel  fecte  in  »  set  of  oaeee,  eonaent  dednone.  oaeee  where  »  settlement 
MTiTed  At  by  the  partiee  it  embodied  in  en  order  of  the  Commieaion,  diwniwel  of 
eppKeatione,  ete. 
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It  has,  however,  been  settled  in  decisions  arising  out  of 
the  CJommission's  action  that  it  has,  as  an  incident  of  a 
through  rate  arrangement,  power  to  order  through  book- 
ing (ticketing)  of  passengers.  It  has  also  power  to  deal 
with  passenger  faciUties  under  the  question  of  ^reason- 
able facilities."  Of  the  rate  cases  formally  argued  before 
the  Commission  the  traders  have  won  not  far  from  three- 
fifths.  The  tendency  of  the  Commission  has  been  to 
give  compromise  deciaons.  Not  only  have  there  been 
compromises  as  between  the  contending  parties,  there  have 
been  compromises  as  between  the  opinions  of  the  com- 
missioners themselves.  In  the  Rickett,  Smith  case,  in 
which  the  point  involved  was  an  increase  in  rates.  Justice 
Collins  thou^t  all  the  increase  was  justifiable.  Lord  Cob- 
ham  thought  none  of  the  increase  was  justifiable,  Sir 
Frederick  Peel  occupied  an  intermediate  position,  and  his 
opinion  prevaOed.  Both  in  the  traders'  cases  and  in  the 
cases  between  railways  the  Commisaon  has  been  attempt- 
ing to  have  the  parties  arrive  at  satisfactory  settlements, 
without  final  action  on  its  part.  In  some  cases,  when  the 
parties  have  agreed,  the  Commission,  in  accepting  the 
agreement,  has  incorporated  it  in  its  final  order. 

The  presence  of  a  judge  on  the  Commission  has  meant 
a  strict  constructionist  point  of  view  in  r^ard  to  the  law. 
In  general,  powers  have  not  been  implied.  Early  in  the 
history  of  the  Commission  Justice  Wills  said  nothing  could 
be  more  mischievous  than  to  strain  legislation  to  cover 
facts  that  had  been  left  out  of  it.  In  1892  the  same 
judge,  in  speaking  of  a  statute,  said,  ""  The  legislature  had 
reasons  of  its  own,  good,  bad,  or  indifferent,  which  have 
nothing  to  do  with  me,"  In  one  case,  however,  where 
a  raOway  had  closed  a  branch  railway,  and  pulled  down 
the  railway  station,  the  Commisdon  required,  with  much 
hesitation  on  the  part  of  the  judicial  member,  that  the 
rail^*ay  should  give  the  reasonable  facilities  asked  for; 
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and  this  of  necessity  involved  the  rebuilding  of  the  rail- 
way station.  This  implication  from  the  law  of  1854  was 
promptly  overruled/ 

Undoubtedly  the  presence  of  a  judge  on  the  CJonunission 
has  made  the  relations  with  the  higher  courts  more  har- 
monious than  was  the  case  with  the  CJonmiission  of  1873. 
Tliere  has  not  been  that  tendency,  so  conspicuous  in  the 
relations  of  the  federal  courts  to  the  Interstate  Commerce 
Commission,  to  regard  the  Commission  as  an  amorphous 
interloper.  In  one  case,  it  is  true,  the  Scotch  Court  of 
Sessions  claimed  that,  if  a  decision  as  to  fact  depended 
upon  a  conclusion  in  law,  then  there  could  be  an  appeal. 
This  line  of  argument,  which,  if  followed,  would  soon 
undermine  the  finality  of  the  Commission's  decisions  on 
questions  of  fact,  has  not  been  adopted;  and  there  has 
been  a  ready  recognition  by  the  courts  of  the  finality  of 
the  Commission's  decisions  on  questions  of  fact.  The 
result  of  this  is  seen  in  the  attitude  of  the  courts  to  the 
decisions  of  the  Conmiission.  Down  to  1904  there  have 
been,  as  is  indicated  in  Table  III.,  thirty-eight  appeals. 
TTie  Commission  has  been  overruled  in  four  cases,  while 
in  two  others  it  has  been  sustained  in  part  and  reversed 
in  part.  The  decisions  of  the  Commission  m  the  traders' 
cases  have  more  finality  than  m  the  cases  between  rail- 
wa3rs.  WhUe  nine-tenths  of  the  applications  before  the 
Commission  have  been  concerned  with  traders'  rights, 
there  have  been  only  eighteen  appeals  in  the  traders' 
cases;  while  there  have  been  fifteen  appeals  in  cases  where 
railways  alone  or  railways  and  dock  companies  have  been 
concerned. 

From  the  standpoint  of  the  trader  a  question  of  impor- 
tance is  the  willingness  of  the  railway  to  obey  the  orders 
of  the  Commission  without  fighting  the  matter  to  the  last 
ditch.    While,  on  the  whole,  the  railways  have  been  loyal 

iDviiuUm  Local  Board  v.  L.  dfc  N.  W.  By,,  8  Ry.  and  Canal  TniBo  Caa&a,  216. 
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to  the  decisions  of  the  Commission,  examples  may  be  found 
on  both  sides.  In  1902  the  railway  reconsidered  its  first 
intention  to  appeal  the  Charrington,  Sells  case.  The  re- 
sult was  that  a  large  number  of  cases,  in  which  the  same 
set  of  facts  was  involved,  were  settled  out  of  court.  The 
London  &  North-western,  as  a  result  of  the  decision  in  the 
first  Com  Traders'  case,  gave  up  the  attempt  to  com- 
pete for  the  traffic  with  which  the  case  was  concerned, 
and  readjusted  its  rates  accordingly.  On  the  other  hand, 
it  was  necessary,  in  the  case  which  the  Mansion  House 
Association  won  from  the  same  railway  in  1896,  to  have 
mipplementary  proceedings  before  the  Commission  in 
1897  before  the  cessation  of  some  of  the  rates  complained 
of  was  obtained.  The  involved  imcertainties  of  English 
railway  law  have  also  played  their  part.  The  railwajrs 
have  been  able,  acting  within  the  law,  but  depending  upon 
legal,  not  conmiercial,  conditions,  to  modify  the  redress 
^ven  by  the  Conmiission.  In  1889  a  decision,  under  the 
undue  preference  clause,  found  that  existing  rates  were 
interfering  with  the  distributive  business  of  the  Irish 
town  of  Newry.  Two  years  later  complaint  was  made 
because  one  of  the  rat^  complained  of  had  been  raised. 
The  railway  successfully  justified  this,  on  the  ground  that 
the  section  of  road,  on  which  there  was  an  increase  of  rate, 
was  expensive  to  work  on  accoimt  of  cost  of  gradients,  etc. 
In  1900  the  firm  of  Cowan  &  Sons,  paper  manufacturers, 
failed  in  an  application  to  the  Commission  for  a  rebate 
on  sidings'  charges.  In  retaliation  for  this  appUcation 
the  railway  company,  which  for  t¥renty-eight  years  had 
delivered  coal  at  the  private  siding  of  the  firm  in  question, 
refused  any  longejr  to  deli\Tr  coal  at  the  siding.  While 
the  railway  was  at  the  same  time  delivering  coal  at  the 
eidings  of  adjacent  competing  firms,  it  delivered  the  coal 
for  the  Cowans  at  a  near4)y  station,  and  they  had  to  haul 
it  back  to  their  siding.    Tlie  decision  of  the  Commission 
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in  favor  of  the  Cowans  was  overruled.  It  was  held  that 
the  arrangement  between  the  railway  and  the  trader  in 
this  case  was  a  purely  voluntary  arrangement,  creatmg 
no  prescriptive  rights  against  the  railway.  It  was  not 
tin  1904  that  legislation,  bringing  such  sidings  within  the 
facilities  clause  of  the  Act  of  1854,  and  thus  supporting 
the  Conunission's  decision,  was  passed. 

The  Commission,  whenever  there  is  an  identity  of 
facts, — e.g.,  in  many  of  the  sidings'  rent  cases, — ^has  dealt 
with  cases  in  groups  giving  a  decision  which  covers  a 
set  of  cases.  Tlie  imwillingness  of  the  courts  to  give 
the  decisions  of  the  Commission  a  more  general  effect  has 
assisted  in  t3ring  the  decisions  down  to  the  facts  of  a  par- 
ticular case.  In  October,  1901,  the  Conmiission  decided 
that  certain  coal  rates  charged  by  a  number  of  Scotch 
railways  were  unreasonable.  The  rates  were  discon- 
tinued, as  r^ards  the  complainants,  m  December  of  that 
year.  Three  other  traders,  who  were  subjected  to  the 
same  rates,  but  who  had  not  been  parties  to  the  suit, 
later  brought  action  in  the  courts  for  damages  because 
the  railways  had  contmued  to  charge  them  the  rates  com- 
plained of.  The  court  held,  however,  that  the  decision 
of  the  Conmiission  had  no  general  effect.  Although  the 
rates  had  been  foimd  imreasonable,  the  court  would  take 
no  cognizance  of  this  imless  they  were  also  ill^al.^ 

The  functions  conmiitted  to  the  Commission  are  ex- 
tremely diverse.  While  it  has,  with  evident  innuendo, 
been  called  the  Traders'  Court,  it  has,  m  addition  to  deal- 
ing with  rate  matters,  an  extensive  jurisdiction  m  regard 
to  arbitration  of  matters  referred  to  it  by  the  Board  of 
Trade;  e.g.,  differences  between  railways  involving  such 
matters  as  running  rights,  number  of  trains  under  a  run- 
ning arrangement,   arrangements   m  regard  to   connec- 

ILonorfaMr*  SUd  Co.,  l4d.  v.  CaUdonian  Ry.,  11  Soota  Law  Timet  Reporto, 
407,  408.     A  pwJiminMy  deoinon  of  the  oourt  had  hald  that  the  Commiaeioii'e 
i  wae  of  VBoeial  effect.    Ibid.  325. 
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tion  in  a  through  train  service  over  a  connecting  line, 
division  of  eiq)en8e8  between  the  owning  and  the  controlling 
company,  difiFerences  between  the  Postmaster-General 
and  railways  in  regard  to  postal  payments,  questions 
arising  in  connection  with  the  introduction  of  improved 
brakes,  complaints  in  regard  to  the  water  supply  of 
London.  In  addition  it  serves  as  a  court  of  appeal  from 
the  Board  of  Trade  in  cases  arising  out  of  the  rules  made 
by  the  Board  of  Trade  under  the  railway  labor  acts,  and 
has  alternative  jurisdiction  in  the  workmen's  trains  ap- 
plications. In  addition  to  jurisdiction  imder  special  acts 
the  CJonmiission  exercises  functions  finding  their  legal 
sanction  in  some  nineteen  general  acts. 

Not  only  are  there  complwits  at  present  in  regard  to 
preferences  on  imported  products,  there  are  also  com- 
plaints concerning  the  rates  and  facilities  given  home 
products.  Complaint  is  especially  active  in  the  case  of 
Irish  agricultural  products.  Comparisons,  unfavorable 
to  domestic  rates,  are  constantly  being  made  with  for- 
eign rates.  The  question  of  shipments  on  ''owner's  risk" 
rates  gives  rise  to  many  complaints.  Tlie  criticism  of 
the  Commission  on  Agriculture  of  1897,  that  the  rate 
regulative  legislation  has  not  given  clear  effect  ''to  the 
intentions  of  Parliament,"^  is  general  among  the  traders. 
That  the  Commission  has  not  accomplished  much  that 
was  expected  of  it  is  a  patent  fact.  Its  procedure  has 
not  met  the  case  of  the  small  trader.  At  the  same  time 
the  rate  regulative  procedure  that  accomplishes  all  that 
is  expected  of  it  is  not  absent  from  En^and  alone.  The 
Commission,  it  must  be  remembered,  was  organized, 
not  to  reduce  rates  or  to  intervene  actively  in  matters 
of  rate  r^ulation,  but  as  a  court  to  settle  differences. 
As  a  court,  it  has  performed  its  functions.  While  there 
was,  at  the  outset,  some  tendency  on  the  part  of  the  judi- 

1  J^imI  i2«p«r<,  paracraph  Saft. 
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dal  members  to  look  at  matters  from  a  legal  standpoint 
rather  than  from  the  standpoint  of  facts,  the  tendency 
has  been,  in  more  recent  years,  to  meet  the  conditions 
rather  than  to  bend  the  conditions  to  meet  preconceived 
theories.  On  questions  of  railway  law  the  Commission 
has  been,  on  the  whole,  more  in  touch  with  the  facts  than 
the  ordinary  law  courts.  While  the  expense  attaching 
to  litigation  before  the  Commission  is  readily  apparent, 
it  may  be  queried  in  how  far  there  is  a  justification 
for  expecting  either  a  cheap  settlement  or  a  settlement, 
at  the  pubUc  expense,  of  important  business  matters. 
So  far  as  England  is  concerned,  the  attempts  to  obtain 
cheap  settlements,  in  the  face  of  the  existing  involved 
body  of  railway  law,  would  mean,  if  successful,  results  of 
little  worth. 

VIL 

In  the  United  States  the  Federal  courts  have  recog- 
nised the  debt  of  the  Act  to  regulate  Commerce  to  the 
English  regulative  legislation.  But,  when  comparison 
is  made  of  the  constitution  and  functions  of  the  English 
Conmiission  with  those  of  the  Interstate  Commission, 
differences  at  once  appear. 

The  English  Conmiission  is  a  court.  The  American 
Conumssion  has  the  fimctions  of  a  referee  or  special  com- 
missioner. The  former  has  final  decision  in  regard  to 
fact  and  a  limitation  on  the  right  of  appeal,  with  the  re- 
sult that  appealed  cases  are  normally  settled  within  a 
year.  The  latter  has  no  finality  of  decidon  in  regard  to 
fact,  and  appeals  from  its  decisions  have  taken  from  two 
to  nine  years  to  decide.  While  the  En^ish  Commission 
has  been  overruled  in  the  period  ending  1904,  wholly 
or  partly,  in  six  out  of  thirty-eight  app^ds,  the  Ameri- 
can Commission  has,  in  approximately  the  same  period, 
been    overruled    in    twenty-nine     out    of    thirty-eight 
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appeals.^  While  the  Interstate  Commerce  Commission 
has,  practically  from  the  outset,  claimed,  as  a  necessary 
implication  from  the  language  of  its  enabling  statute, 
an  amendatory  rate-making  power,  the  English  Com- 
mission, organised  as  a  court,  has,  almost  without  excep- 
tion, kept  aloof  from  making  implications  extending  its 
jurisdiction,  and  has  denied  any  intention  to  exercise 
a  rate-making  power.  While  the  members  of  the  Ameri- 
can Commission  hold  on  a  limited  tenure  and  the  Com- 
mission is  a  bi-partisan  organisation,  the  tenure  of  the  lay 
conmiissioners  in  the  Knglish  Copmiission  is  for  good 
conduct,  there  is  a  pension  on  retirement,  no  question 
of  bi-partisan  organisation  enters  in,  and  the  provision 
is  made  that  one  of  the  commissioners  shall  have  techni- 
cal knowledge  of  railway  afiFairs.  Tlie  judicial  members 
of  the  En^ish  Commisaon  are  assigned  to  it  for  five  years; 
but  during  the  period  they  are  not  engag^  in  the  Comr 
misfflon  work  they  perform  their  r^ular  duties  as  judges 
of  the  high  court. 

In  the  details  of  the  regulative  policy  which  has  devel- 
oped under  the  Commissions,  resemblances  and  differences 
appear.'  The  En^ish  regulative  policy  is  not  in  harmony 
with  that  of  the  United  States  in  regard  to  the  extent  to 
which  competition  is  to  be  considered  as  a  justification  of 
rate  anomalies.  While  the  En^ish  le^slation  eliminates 
competition  in  the  case  of  import  rates,  the  American 
position,  as  established  in  the  Import  Rate  case,  states  that 
competition  is  to  be  considered  as  afiFecting  both  import 
rates  and  domestic  rates.  In  the  case  of  domestic  rates 
the  English  Commission  at  first  would  not  recognise  com- 
petition as  the  justification  ci  an]  anomalously  low  rate- 
basis  unless  a  well-defined  "public  interest"  was  thereby 

ISm  Ti^bU  m.     8m  abo  AppMdix  D.  p.S31.  toL  t..  Htmum  of  Committm 

*Thara  it  no  ftooffaitioB.  in  the  workiDC  of  ihm  fiacUih  Oommianoii,  of  n- 
anlU  arrhrod  at  in  tko  mcnlatiTa  polkiy  of  the  United  States. 
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served.  Later  it  accepted  the  same  view  as  was  set  forth 
in  the  United  States  in  the  Alabama  Midland  case; 
namely,  that  competition  is  one  of  the  matters  which  may 
lawfully  be  considered  in  making  rates.  Tlie  grievance 
of  secret  rebates,  one  of  the  central  evils  in  the  United 
States,  \a  practically  non-existent  in  England.  Tliere 
is  no  provision  other  than  that  of  the  undue  preference 
clause  to  cover  such  a  grievance.  In  both  countries  the 
principle  that  undue  preference  is  a  question  of  fact  has 
been  accepted.  While  the  United  States  has  singled  out 
a  particular  form  of  preference  for  special  treatment 
under  the  ^long  and  short  haul''  clause,  England  has 
allowed  more  elasticity  by  placing  the  matter  under  a 
general  clause.  On  the  question  of  the  justifiability  of 
granting  wholesale  rates  in  respect  of  quantities  larger 
than  ciuioad  lots,  the  American  decisions  have  been  con- 
tradictory. The  lower  courts  have  shown  a  tendency 
to  accept  the  decision  in  Nicholson's  case,  but  in  the 
Party  Rate  case  the  Supreme  Court  established  as  the  law 
that  a  discrimination  in  respect  of  quantity,  even  if  al- 
lowed to  all  doing  the  same  amount  of  business,  is  to  be 
considered  from  the  standpomt  of  public  policy  and  the 
effect  of  such  an  arrangement  upon  trade  competition.' 
In  so  deciding  there  has  been  accepted  as  a  principle 
what  is,  so  far,  only  a  tendency  in  the  En^ish  regulative 
policy. 

The  dissimilarities  of  the  matters  dealt  with  by  the  two 
Commissions  will  be  seen  by  referring  to  Table  I.  The  items 
common  to  the  two  Commissions  are  legality  of  rates, 
unreasonable  rates,  reasonable  facilities,  and  imdue  pref- 
erence.'   In  all,  about  one-half  of  the  applications  made 

1/.  C.  C.  T.  Bofttmor*  <ft  Ohio  Rd.  Co,,  146  U.  S.  203.  This  upholds  the  flsn- 
snl  position  taken  ftt  an  earlier  time  by  Uie  Interstate  Commeroe  Commission  in 
Promdomeo  Coal  Co.  v.  Providmus*  A  WorcMUr  R.  Co.,  1  I.  C.  C.  Decisions,  863. 
See  also  Jndnn,  Tho  Law  of  JniorMaU  Commerce  and  iU  Fodtrol  Reguiaiion,  p.  104. 

>I  omit  sidings'  rent  (demtirrace)  ebarges,  beeause  the  oonditions  under  which 
these  arise  in  England  differ  entirsly  from  those  eristing  in  the  United  States. 
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to  the  En^ish  Commission  are  concerned  with  matters 
of  a  kind  coming  before  the  American  Commission. 

The  English  Commission  has  used  two  sets  of  rate  prin- 
ciples: competition  as  an  important  factor  in  differential 
rates,  export  rates,  and  in  general  in  the  home  side  of 
undue  preference;  cost  of  service  in  regard  to  preferential 
rates,  and  unreasonable  rates.  This  has  been  in  great 
d^ree  attributable  to  the  legislation.  Hie  traders  have 
desired  free  trade  in  exports,  not  in  imports.  Admitting 
that  there  has  been  a  certain  judicial  bias  in  favor  of  the 
cost  of  service  principle,  it  is  at  the  same  time  apparent 
that  l^islation,  like  that  of  1894,  which  makes  a  past  rate 
the  prima  facie  criterion  of  reasonableness  rules  out  the 
possibility  of  considering  present  competition.  Hie  de- 
fects of  the  l^islation  of  1894  are  its  own.  Hie  Commis- 
sion has  made  the  le^slation  less  unworkable  than  could 
have  been  expected. 

A  considerable  part  of  the  desire  to  control  and  lower 
actual  rates  in  En^and  pertains  to  that  hysterical  belief 
in  England's  industrial  decadence  which  has  found  some 
favor  in  recent  years.  A  considerable  part  of  the  criticism 
arises  from  the  endeavor  to  prove,  on  the  basis  of  foreign 
statistics  not  property  comparable  with  English  statis- 
tics, that  En^ish  rates  are  unduly  hi^.  Some  rearrange- 
ments in  the  Commisdon's  machinery  would,  however, 
effect  improvements.  An  arrangement  whereby,  when 
a  question  of  principle  is  established  in  a  decision  of  the 
Commission  as  distinct  from  a  mere  finding  on  facts,  the 
enforcement  should  be  placed  in  the  hands  of  the  Board 
of  Trade  instead  of  leading  it  as  a  question  of  possible  dis- 
pute to  be  fought  out  in  individual  cases,  would  effect  an 
improvement.  A  closer  articulation  of  the  conciliation 
procedure  of  the  Board  of  Trade  with  the  process  of  the 
Commission,  whereby  the  findings  of  the  former  would 
have  a  status  before  the  latter,  would  also  be  ejqpedient. 
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The  Commission  is  becoming  more  and  more  a  technical 
court,  whose  decisions  are  modified  by  an  attempt  to 
obtain  settlements  rather  than  legal  decisions.  Not- 
withstanding the  criticism  directed  against  it,  it  is  diffi- 
cult to  see  how,  considering  the  peculiar  geographical, 
industrial,  and  railway  conditions  it  has  faced,  the  Com- 
mission could  have  accomplished  more  than  it  has  done. 

S.  J.  McLean. 
Lbland  Stanyobd  Jb.  UmYBBSTrr. 
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TYPES  OF  AMERICAN  LABOR  UNIONS:    THE 
'LONGSHOREMEN  OF  THE  GREAT  LAKES. 

Beoinnino  in  1892  as  a  convention  of  delegates  from 
ten  local  unions  of  lumber  handlers  from  Ashland  to 
BuflfalOy  under  the  name  of  the  "National  'Longshore- 
men's Association  of  the  United  States";  changing  its 
name  to  "International"  in  1895  to  take  in  Canada; 
changing  again  in  1902  to  "International  'Longshoremen, 
Marine  and  Transport  Workers'  Association," — this  or- 
ganization now  includes  forty  different  occupations,  and 
claims  100,000  members,  of  whom  one-half  are  on  the 
Great  Lakes.    As  stated  in  its  Directory,  it 

embraces  in  its  membership  and  grants  diarters  to  Loaders  and 
Unloaders  of  all  Vessels  and  Ships;  Marine  and  Warehouse  Pack- 
age Frei^t  Handlers;  Grain  Elevator  Employees;  Dock  and  Marine 
Engineers;  Dock  Hoisters,  firemen,  and  Marine  Repairmen; 
Marine  Firemen,  Oilers  and  Water  Tenders;  Licensed  PUots  and 
Tugmen;  Tug  Firemen  and  Linemen;  Marine  Divers,  Helpers, 
Tenders,  and  Steam  Pump  Operators;  Steam  Shovel  and  Dredge 
Ikigineers;  Drill  Boat  Workers:  Dredge  Firemen  and  Laborers  on 
Dredge  Scows;  Marine  Pile  Drivers;  Lmnber  Inspectors,  Tally- 
men, and  Lumber  Handlers;  Top  Dockmen;  Cotton  and  Tobacco 
Screwmen;  General  Cargo  Dock  Laborers;  Pool  Deck  Hands  and 
Fishermen, — along  the  Great  Lakes,  Rivers,  and  Seacoasts  in  the 
United  States,  Canada,  Central  and  South  America,  and  new 
United  States  possesdons. 

At  one  time  the  organization  claimed  railway  freight 
handlers,  saw-mill  workers,  and  all  men  employed  in 
liraiber  yards;  but  it  has  receded  from  these  claims. 
On  the  other  hand,  it  is  now  organizing  the  pilots  and 
mates  on  the  lake  steamers,  and  has  demanded  the  revo- 
cation of  the  charter  of  the  Seamen's  Union.*    The  wages 

>  Proe§§ding;  Fowimtdh  Annual  CwwwUon^  1000,  p.  236. 
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and  salaries  of  its  m^nbers  rang?  from  those  of  laborers 
at  22  cents  an  hour  to  those  of  divers  at  $10  or  $15  and, 
in  some  instances,  $25  a  day,  and  tug-boat  detains  at 
$165  a  month  and  board.  In  thus  reaching  out  for  all 
employees  engaged  in  water  tranqx>rtation,  the  Direc- 
tory says:— 

The  buainesB  of  hamfling  trmnsportatkHi  is  now  unified.  It 
preoentB  a  distinot  bimnchof  commeroe  to  whidi  has  been  apptied 
aQ  the  known  scientifie  principles  of  the  orgmniiation  of  c^utal 
and  labor. 


An  account  of  the  lumber  h<inHling  ''locals"  will  give 
a  clew  to  the  other  locals.  They  are  the  oldest,  those  at 
Bay  City  and  Saginaw  running  back  to  1870,  and  the  one 
at  Chicago  to  1877.  The  Chicago  and  D^roit  locals  have 
furnished  the  presidmt,  D.  C.  Keefe,  and  the  secretary, 
H.  C.  Barter,  whose  experience  and  policies  have  guided 
the  International  throughout  its  history.  The  aim  of 
the  lumber  locals  from  the  beginning  has  been  to  become 
co-operative  contractors.    In  their  first    preamble  they 

say,— 

Having  pro\>Ki  throug}!  expmence  ^at  the  syatan  of  loading 
and  unloading  boats  by  individual  jobbers  is  one  that  robs  our 
labor  of  its  wa|t<(*^  we  have  detennined  to  use  every  legitimate 
means  in  our  power  to  suppress  it,  and  to  give  every  man  an  equal 
opportunity  to  secure  woric  and  receive  the  pit^ts  of  his  labor. 

And  the  "Rules  for  Locals"  declare*  •all  Locals  are  re- 
quostoti  to  endeavor  to  abolish  the  stevedore  system  by 
taking  the  work  themaehTS  directly/'  This  object  has 
been  kept  in  the  front  at  all  times,  and  is  the  key  to 
an  understanding  oS  much  that  the  union  has  done  and 
is  trying  to  do.    In  1905  the  presidait  of  the  union  ad- 
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dressed  the  oonvention  of  Lake  Carriers  on  this  subject, 
as  follows.*^ — 

A  year  ago  we  urged  your  co-operation  to  assist  us  in  bringing 
about  the  abolition  of  the  stevedore  83rBtem  in  connection  with  the 
handling  of  grain  at  Qiicago,  in  ^diich  I  am  pleased  to  say  that 
our  efforts  were  quite  successful,  and  since  then  the  grain  has  been 
handled  to  the  entire  satisfaction  of  all  concerned.  To  my  mind 
there  can  be  no  suitable  apology  offered  for  the  further  continua- 
tion of  the  obnoxious  practice  anyidiere.  We  stand  ready  and 
willing  to  furnish  a  guarantee  that  we  will  do  all  the  work  that 
propeily  belongs  to  our  organization  to  the  entire  satisfaction  of 
the  Lake  Gamers  and  emplo3rers  generally.  . . .  The  S3rBtem  is  a 
reBection  on  the  intelligence  of  the  American  worker,  maintained 
by  the  employer,  where  the  emplojree  is  compelled  to  pay  tribute 
to  a  drone  for  the  privilege  of  working.  We  again  pray  your  honor- 
able body  to  unite  with  us  in  bringing  about  the  complete  abolition 
of  this  unjust  system. 

The  stevedore  was  usually  a  labor  contractor  without 
capital.  He  furnished  the  men  for  loading  or  unloading 
the  boats  on  contracts  made  with  the  captains  or  owners. 
At  the  Gulf  ports  the  stevedores  have  formed  associa- 
tions for  r^ulating  charges;  but  on  the  Lakes  they  were 
usually  competitors.  Often  they  were  saloon-keepers 
and  ward  politicians,  or  partners  of  such;  and  the  condi- 
tions on  which  they  hired  men  included  patronage  of 
the  saloon  and  political  errands.  The  men  "bunked"  in 
the  saloon  in  order  to  be  ready  when  a  boat  arrived,  and 
they  received  their  pay  in  the  saloon. 

The  co-operative  sjrstem,  however,  is  not  practicable 
iCs  a  substitute  for  the  stevedore  except  on  a  piece-work 
basis.  For  example,  in  the  loading  of  lumber  on  the 
upper  lakes  the  conditions  vary  greatly.  Li  some  cases 
hmiber  is  run  down  through  chutes;  and,  where  it  is 
taken  from  the  docks,  it  is  brought  from  different  parts, 
80  that  it  is  impossible  to  agree  in  advance  upon  a  rate 

^Froettdingtf  FumUtmA  Anmul  Cow— wlion,  p«  84. 
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per  UKHisand  feet.  At  50  ceits  per  hour  in  wages  the 
cost  to  the  owner  varies  from  23  cents  to  90  cents  per 
thousand  feet.  But  the  unloading  of  lumber  is  uniform. 
A  man  in  the  boat  passes  the  hmiber  to  a  man  opposite 
on  the  dock,  and  it  is  piled  one  tier  in  depth.  The  prices 
paid  by  the  vessel  owner  have  always  been  made  on  a 
piece-rate,  both  to  the  stevedore  when  he  hired  the  men 
by  the  hour  and  to  the  union  when  it  took  the  contract. 
In  the  latter  case  the  local  union  makes  a  contract  for 
the  season  with  the  vessel  owner,  or  the  owners'  or  dealers^ 
association,  containing  a  scale  of  prices,  beginning,  say, 
"white  pine,  1  inch,  1\  inch,  and  IJ  inch,  No.  3  and  bet- 
ter, 10  feet  and  over,  at  33  cents  per  M.,"  and  so  on  for 
different  sixes  and  grades.  To  do  the  work,  the  union 
distributes  its  members  in  g^rngs-  The  Cleveland  local, 
No.  3,  with  200  members,  has  8  gangs  of  25  men  each. 
The  Buffalo  local  has  36  men  in  a  gang.  One,  two,  or 
even  three  gangs  may  work  on  a  boat,  according  to  its 
sixe.  Each  gang  has  a  stevedore  or  boss,  or,  in  a  German 
local,  a  Gangfukrer,  who  is  elected  by  the  union  at  the 
same  time  and  for  the  same  period  as  the  other  officers. 
This  boss  works  with  the  men,  if  necessary;  but,  since 
the  gang  works  in  pairs  and  he  is  the  odd  man,  his  actual 
work  consists  in  placing  the  men  and  overseeing  the  work. 
In  any  dealings  between  the  captain  or  lumber  dealer 
and  the  union,  only  the  business  agent  or  the  gang  boss 
has  the  right  to  speak.  If  any  other  member  takes  part, 
he  is  reported  by  the  agent  or  boss  at  the  next  meeting 
of  the  union,  and,  if  found  guilty,  is  punished  as  the  union 
sees  fit.  If  he  creates  disturbances  at  the  union  office 
or  at  work,  he  may  be  suspended  eight  days,  and  on 
third  offence  expelled.*  Tlie  business  agent  (GeschdftS" 
fHhrer)  has  charge  of  all  the  bosses  and  the  gangs.  The 
bosses  take  their  orders  from  him.    He  makes  a  report 

ICoHBtihMon,  Local  No.  8.  CUntiand,  p.  18. 
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at  union  headquarters  two  or  three  tunes  a  day  of  the 
boats  to  be  unloaded,  and  especiaUy  sees  to  it  that  each 
gang  gets  its  turn.  If  this  equalizing  of  work  cannot  be 
done  from  week  to  week,  it  is  evened  up  towards  the  close 
of  the  season,  so  that  one  man's  earnings  are  very  nearly 
the  same  as  those  of  all  other  men  in  the  union.  In  fact, 
the  Cleveland  union  of  Germans,  on  yearly  earnings  of 
1487,  has  come  within  75  cents  of  bringing  the  mem- 
boB  out  equal.  Other  locals  earning  from  $500  per 
member  at  Chicago  to  S750  at  Tonawanda  have  not 
been  able  to  equalize  so  exactly.  The  business  agent  is 
fined  and  even  ousted,  if  he  does  not  keep  the  turns 
equalized. 

Tlie  members  of  the  gang  are  required  to  obey  the  gang 
boss  and  to  be  industrious  and  punctual,  and  they  cannot 
leave  the  job  imtil  it  is  finished.  If  disobedient,  the 
gang  boss  can  lay  them  off.  If  they  have  a  grievance, 
they  must  wait  and  bring  it  up  in  union  meeting;  and 
the  gang  boss  can  be  fined  or  suspended  if  he  is  to  blame. 
After  the  ship  is  imloaded,  the  boss  collects  the  amount 
due  from  the  captain,  but  he  must  take  with  him  one 
member  of  the  gang  as  a  witness.  He  has  the  right  to 
inspect  the  ori^nal  bill  of  lading  in  order  to  verify  the 
amount.  He  takes  this  to  the  union  headquarters,' and 
divides  it  equally  with  all  the  members  of  the  gang.  His 
own  share  is  exactly  the  same  as  that  of  the  other  men  in 
his  gang,  with  10  cents  added  for  each  boat  to  pay  book- 
keeping expenses.  Finally,  he  makes  a  report  at  the 
union  meeting  of  the  work  done  and  the  amounts  received 
and  distributed. 

This  is  the  method  followed  by  all  of  the  lumber  imload- 
ing  locals  except  those  at  Chicago,  Milwaukee,  and  Michi- 
gan City.  At  these  ports  the  gang  bosses  are  selected 
by  the  captain  or  dealer.  The  latter  method  is  the  one 
also  followed  by  the  ore  unloaders  and  the  coal  loaders, 
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even  though  they  are  paid  by  the  ton.  For  a  angle  year 
the  ore  shovellers  at  Cleveluid  tried  the  plan  of  electing 
then:  gang  bosses,  but  then:  experience  was  discouraging. 
Factions  were  formed  within  the  union,  popular  favorites 
and  skilful  wire-pullers  secured  election  for  themselves 
and  their  friends  or  relatives,  and  the  union  was  weakened 
by  dissensions.  Since  that  trial  the  superintendent  se- 
lects a  gang  boss  from  among  the  members  of  each  gang, 
and  the  union,  as  well  as  the  superintendent,  is  much 
better  satisfied  with  the  selections.  But  the  union  assigns 
the  members  to  the  respective  gangs. 

Local  No.  205,  ore  shovellers,  for  example,  of  200  mem- 
bers, is  divided  into  eight  gangs,  of  which  two  are  Irish, 
one  is  German,  one  is  Polish,  one  is  Croatian,  and  three 
are  mixed.  But  each  gang  is  again  divided  into  three 
sections  of  eight  members  each;  and  the  sections  of  the 
mixed  gangs  are  also  based  on  race  lines,  one  gang,  for 
example,  being  composed  of  one  Polish  section,  one  Ger- 
man section,  and  one  Irish  section.  Some  sections  have 
Irish  and  Germans  together,  but  otherwise  the  races  are 
usually  separated.  Each  section  works  in  one  hatch  of 
the  boat,  where  they  load  the  buckets  by  shovd,  which 
then  are  hoisted  by  the  engineer,  or  operator.  A  boat 
with  nine  hatches  will  have  three  gangs  at  work,  the  boss 
of  each  gang  belonging  to  the  nationality  of  the  gang, 
except  in  the  case  of  mixed  gangs,  where  he  is  usually  an 
Irishman.  The  gang  boss  has  the  same  duties  and  is 
governed  by  the  union  in  the  same  manner  as  when 
elected.  The  union  can  even  secure  his  dismissal,  but 
this  must  be  done  by  lod^g  a  grievance  under  the  arbi- 
tration agreement  with  the  association  of  carriers  or  dock 
managers,  as  the  case  may  be.  He  is  a  member  of  the 
gang,  and  receives  exactly  the  same  share  of  the  gang's 
earnings  as  the  others.  But  he  does  not  work  in  the 
hold.    He  watches  the  machinery,  to  see  that  it  is  in 


Digitized  by 


Google 


THE  'LONGSHOREMEN'S  UNION  66 

working  order  and  that  repairs  are  promptly  made.  He 
watches  the  gang,  to  see  that  no  one  is  shirking;  and  he  has 
authority  to  lay  off  a  member,  subject  to  appeal  to  the 
union.  The  union  generally  has  also  its  business  agent 
to  preserve  the  equality  of  turns  among  the  gangs,  to 
inspect  bills  of  lading,  and  to  verify  the  amounts  due  for 
unloading.  Since  the  operating  companies  are  large  con- 
cerns and  have  the  contracts  for  unloading  many  vessels, 
pay  day  is  arranged  once  a  week  instead  of  collecting  the 
amount  due  on  each  boat  when  it  is  finished,  as  is  done 
by  the  lumber  locals.  Both  the  business  agent  and  the 
gang  bosses  keep  these  accounts  for  their  men. 

Before  the  union  was  oi^anized,  the  gangs  were  hired 
and  made  up  by  foremen  to  whom  their  earnings  were 
paid  and  by  whom  they  were  distributed  to  the  men, 
usually  in  a  saloon  kept  by  a  friend  or  brother.  Any 
complaint  or  grievance  was  followed  by  dismissal.  No 
record  could  be  kept  of  the  amount  of  work  done,  except 
when  the  ore  was  loaded  in  cars  and  the  wdght  was  kindly 
furnished  by  the  railroad  yardman.  It  was,  of  course, 
suspected  that  the  foreman  pocketed  a  share  of  the  pro- 
ceeds. Now  the  men  receive  their  pay  in  envelopes  at 
the  companies'  offices,  and  the  business  agent  is  at  hand 
to  verify  all  accounts  and  take  up  all  complaints  or  dis- 
crepancies with  the  superintendent.  The  foreman  has  dis- 
appeared, and  in  his  place  is  the  co-operative  gang  boss, 
sharing  equally  with  his  fellows.  This  change  alone,  apart 
from  the  increase  in  tonnage  rates,  has  added  materially 
to  the  earnings  of  the  shovellers. 

As  already  stated,  the  co-operative  plan  is  impracticable 
where  the  men  are  paid  by  the  hour,  and  the  progress  of 
improvement  in  hoisting  machinery  has  substituted  hourly 
wages  for  tonnage  rates.  Within  the  past  five  years 
automatic  "grab  buckets,"  or  ''clam  shells,"  have  been 
introduced,  and  are  operated  by  the  hoisting  engineer. 


Digitized  by 


Google 


66  QUARTERLY  JOURNAL  OP  ECONOMICS 

The  shoveller  is  not  needed  except  to  dean  out  the  cor- 
ners after  the  boat  is  practically  unloaded.    The  ore  is 
even  pulled  from  the  sides  up  to  the  hatches,  where  the 
buckets  can  reach  it,  by  means  of  road  shovels  or  great 
iron  hoes  operated  by  men  in  the  hold  with  cables  from 
a  steam  or  electric  winch.    The  men  working  in  the 
holds  with  this  automatic  machinery  get  28  cents  an 
hour,  but  it  is  stipulated  that  they  shall  be  paid  during 
the  time  the  machinery  is  working  in  the  boat.    This 
gives  them  two  to  four  hours'  full  pay  before  the  buckets 
get  down  deep  enough  for  the  road  shovel  or  the  hoe  to 
begin.    Already  sbc  of  the  eight  gangs  in  Local  No.  205 
have  been  put  on  the  automatic  machines,  leaving  but 
two  gangs  on  the  tonnage  or  co-operative  basis.    On  these 
machines  their  eamingB  are  much  less.     At  14   cents 
a  ton  for  shovelling  they  earn  55  to  60  cents  an  hour, 
or  about  1600  a  year,  as  against  28  cents  an  hour, 
or  $500    a  year,  on  the  hourly  basis.      On  the  other 
hand,  however,  the  holsters  operating  the  machines  have 
had  an  increase,  since  they  joined  the  union,  from  $60 
or  S65  a  month  of  84  hours  per  week  to  $80  or  $105 
per  month  of  66  hours  a  week.    TTie  work  of  the  shovel- 
lers is,  of  course,  much  harder  than  that  of  the  laborers 
at  the  automatic  buckets.    On  hot  days  they  are  naked 
to  the  waists.     There  is  no  period  of  waiting  on  full 
pay.    But,  notwithstanding  the  harder  work,  there  is 
great  dissatisfaction  among  the  yoimger  and  stronger  men 
if  they  are  not  permitted  to  work  at  shovelling  on  the  old- 
style  buckets  at  the  higher  earnings.    Tlie  older  and  less 
active  men  seek  the  easier  conditions  with  the  lower  earn- 
ings.   There  is  also  a  wide  difference  among  the  nation- 
alities.   Very  few  American-bom  men  are  found  in  the 
holds.    They  have  been  promoted  to  hoisting.    Tlie  supply 
is  kept  up  by  immigration.    The  Croatians  are  large  and 
powerful  mountaineers  with  magnificent  arms  and  l^s, 


Digitized  by 


Google 


THE  'LONGSHOREMEN'S  UNION  67 

who  rejoice  in  the  heavy  work.  At  the  other  extreme 
are  the  Poles,  a  smaller  and  weaker  race.  The  Germans 
are  heavy  workers,  but  they  lack  endurance,  a  weakness 
ascribed  by  the  Irish  to  their  diet.  The  Irish,  being  more 
Ammcanized  than  others,  do  not  work  as  hard  as  they 
did.  Yet  all  get  the  same  pay  on  the  same  boat,  sharing 
equally  the  tonnage  receipts.  The  only  criterion  is  will- 
ingness. The  gang  leaves  to  the  older  men  the  lighter 
work,  such  as  signalling  to  the  bolster;  and  the  younger 
men  do  the  heaviest  work,  such  as  running  up  the  pile 
of  ore  and  heaving  and  pulling  the  heavy  buckets  in  place. 
It  is  an  interesting  fact  that,  in  all  instances,  this  system 
of  gang  piece-work  which,  in  the  clothing,  machinery, 
and  other  trades,  has  developed  into  a  sweating  system, 
and  is  therefore  vigorously  opposed,  is  looked  upon  by 
the  'longshoremen  with  the  greatest  favor.  Instead  of 
stirring  up  jealousy  and  factions,  it  joins  the  imion  to- 
gether in  feelings  of  friendship  and  mutual  aid,  and  is 
being  extended  wherever  the  union  can  do  so.  Doubtless, 
the  secret  of  its  success  lies  in  the  fact  that  the  gangs  do 
not  compete  with  each  other  in  making  the  contract  prices 
whenever  a  boat  comes  to  dock,  but  all  are  subject  to 
the  same  uniform  scale  of  prices  made  annually  in  ad- 
vance by  agreement. 

Tlie  coal  handlers  also  are  paid  by  the  ton<  The  work  is 
mainly  trimming  the  cargo  in  the  hold  of  the  vessel  after 
the  rsilroad  car  has  been  dumped  on  board  by  the  bolster. 
The  superintendent  appoints  the  gang  boss.  Since  each 
gang  of  sixteen  or  twenty  men  is  hired  for  the  season  for 
a  single  dock,  the  earnings  as  between  the  gangs  cannot  be 
equalized.  On  one  of  the  docks  in  Cleveland  in  one  year 
the  men  earned  Sl,200,  while  on  another  only  $600  were 
earned.  However,  as  between  members  of  the  same  gang 
earnings  are  equal.  An  automatic  trimmer  has  recently 
been  introduced,  displacing  the  gang,  and  operated  with 
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the  aid  of  a  few  'longshoremen  at  33  cents  an  hour  when 
actually  at  work.  This  has  materially  reduced  theu:  earn- 
ings. 

Grain  scoopers  at  Buffalo  are  paid  by  the  thousand 
bushels  on  the  gang-sharing  plan,  the  bosses  being  selected 
from  the  union  by  the  superintendent.  At  Chicago  the 
grain  elevator  employees,  with  automatic  machinery,  are 
on  hourly  wages  or  monthly  salaries. 


II. 

The  'Longshoremen's  Association  has  entered  into  agree- 
ments annually  with  several  associations  of  employers,  es- 
peciaUy  the  Lumber  Carriers,  the  Lake  Carriers,  the  Dock 
Managers,  the  Great  Lakes  Towing  Company,  and  the 
Great  Lakes  Tug  and  Dredge  Owners'  Protective  Assoda- 
tion.  The  agreements  with  the  Lumber  Carriers  were  the 
first  in  point  of  time.  Local  agreements  had  been  made 
at  eaiiy  dates  by  local  unions  and  local  associations  of 
dealers  or  carriers,  but  the  unions  favored  dealing  only 
with  individuals.  The  lumber  carriers  had  formed  asso- 
ciations at  several  times  since  1883,  but  those  associations 
were  short-lived.  The  present  Lumber  Carriers'  Associa- 
tion of  the  Great  Lakes  has  had  a  continuous  existence 
only  since  the  year  1900.  The  weakness  of  earlier  asso- 
ciations may  be  judged  from  the  appeal  made  by  the  ex- 
ecutive committee  of  one  which  was  organized  in  1898 
to  the  convention  of  'longshoremen  at  Cheboygan  in  July 
of  that  jrear.*  The  employers'  committee,  consisting  of 
the  president  and  the  secretary  of  the  association,  in  ap- 
pearing before  the  convention,  represented  that  the  great 
interests,  such  as  the  railroads  and  railroad  steamers, 
opposed  to  the  'longshoremen,  were  also  attempting  "to 
drive  the  lumber  carriers  to  destruction  by  reducing  the 

'fViHiJi'iift,  Smm^k  A  nmual  CtvrnnHon^  1808,  pp.  10. 20. 
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carrying  charges  below  a  point  where  they  can  live."  The 
committee  continued: — 

Many  of  you  remember  the  aid  extended  by  your  organiaationy 
by  one  of  your  local  unions,  in  keeping  the  carrying  rates  at  living 
inices  on  the  Great  Lakes.  This  was  several  years  ago  at  Bay 
aty,  iridch  then  made  the  rates  on  lumber. 

The  committee  then  stated  the  existing  situation  and  their 
proposed  remedy,  as  follows: — 

Tlie  ship-owners  or  vesselmen,  having  carried  lumber  at  a  loss 
for  the  past  two  years,  and  witnessing  the  effect  and  success  of 
your  efforts  and  organisation,  decided  last  winter  to  follow  your 
example, — organise  for  a  living  hire,  and  appeal  to  your  body  so 
dosely  identified  with  us  for  aid  and  assistance.  At  a  meeting  held 
in  Detroit  in  February  last  the  vessel-owners  did  succeed  in  effect- 
ing a  voluntary  association  for  the  purpose  of  maintaining  a  uni- 
form minimum  rate  which  should  cover  the  cost  of  tran^>orting 
lumber  and  forest  products.  They  succeeded  in  enlisting  a  large 
majority  of  all  the  vessels  on  the  lakes.  Unfortunately  there  were 
a  few  who  did  not  come  in.  They  Ihreaten  to  disrupt  our  asso- 
ciation, and  we  therefore,  the  Executive  Committee  of  the  Lumber 
Garners'  Association,  come  before  your  honoraUe  body,  asking 
and  appealing  for  the  co-operation  which  is  necessary  for  our  exist- 
ence, for  our  success  as  well  as  yours.  Hiis  assistance  which  we 
request  is  that  you  should  either  refuse  to  load  boats  not  belong- 
ing to  the  association,  or  boats  belon^ng  to  the  association  that 
cut  rates,  or  impose  a  heavy  fine,  heavy  enou^  to  prevent  such 
suicidal  business  or  to  drive  them  all  into  the  association.  This 
we  recommend  be  done  on  the  entire  chain  of  lakes,  or  moI:^  es- 
pecially the  Lake  Superior  districts. 

After  promising  the  'longshoremen  an  increase  in  wages 
if  the  Limiber  Carriers'  Association  could  be  kept  together 
during  the  season,  the  committee  concluded: — 

Whatever  action  you  may  take,  it  should  be  taken  as  soon  as 
possible,  for  the  reason  that  members  and  non-members  are  cutting 
the  rates,  and  we  fear  that,  if  some  action  is  not  taken  promptly, 
it  wiU  become  general  and  the  association  will  go  to  pieces. 
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This  appeal  of  the  lumber  carriers  was  not  indorsed  by 
the  convention.  "The  del^ates,"  said  the  secretary  in 
his  report  the  following  year,  "did  not  wish  to  decide  the 
matter,  because  it  included  the  fining  of  boats  not  enrolled 
in  the  association  and  referred  it  to  the  Locals."  *  Mean- 
while the  Lumber  Carriers'  Association  disbanded,  and  was 
followed  in  1900  by  the  present  association,  which  then 
made  an  agreement  with  the  union,  and  has  done  so  each 
succeeding  year.  These  agreements,  which  cover  all  the 
loading  and  unloading  ports,  contain  no  clause  whatever 
relating  to  non-association  boats.  It  is,  indeed,  on  the 
side  of  the  'longshoremen,  provided  that  the  union  shall 
furnish  all  the  men  to  unload  the  boats.  The  employers 
are  protected  by  a  clause  which  reads, — 

Failing  to  supply  such  men  within  twelve  hours,  said  boat  shall 
have  the  right  to  employ  enou^  outside  labor  to  unload  said 
boats. 

It  is  also  agreed  that,  if  a  boat  has  been  loaded  by 
non-imion  men  the  imloading  local  shall  charged  cents 
per  M.  extra. 

This  practice  of  fining  a  boat  which  has  been  loaded  or 
unloaded  by  non-unionists  has  a  bearing  on  the  relations 
of  the  union  to  the  Association  of  Lumber  Carriers,  as  will 
appear  when  the  practice  is  described.  It  has  been  in 
vogue  since  the  beginning  of  the  national  organisation, 
and,  indeed,  was  the  strongest  weapon  of  mutual  protec- 
tion which  brought  the  scattered  locals  together.  The 
convention  of  1893  adopted  a  resolution  providing  for  the 
practice,  and  the  constitution  of  the  international  asso- 
ciation contains  the  following  sections? — 

*Artkl»XVI, 
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PENALTIES. 

SacnoN  1.  Whenever  any  veasel  or  barge  loads  or  unloads  with 
ncMMinion  men,  then  it  shall  be  the  duty  of  such  Local  where  the 
loading  or  unloading  was  done  to  notify  the  General  Secretary- 
Treasurer  to  enforce  extra  charge  of  ten  cents  per  hour  for  loading 
lumber  and  five  cents  per  thousand  for  unloading  lumber,  two 
cents  per  ton  for  unloading  iron  ore  and  coal,  twenty-five  cents 
per  thousand  bu^els  for  elevating  or  trimming  grain,  two  cents 
per  ton  for  trimming  ore  and  coal,  and  for  boats  which  do  not 
trim  two  cents  per  ton  extra  for  unloading.  Provided,  further, 
that  boats  loading  or  unloading  lumber  shall  be  punished  by  en- 
forcmg  grain,  coal,  or  ore  rates,  and  those  loading  ore,  coal,  or 
grain  diaU  be  punished  by  enforcing  lumber  rates,  and  where  boats, 
after  being  fined,  still  refuse  to  employ  union  labor  at  the  ports 
where  loaded  or  unloaded,  the  Locals  in  ports  for  which  said  boats 
are  destined  are  requested  to  double  the  fine  for  each  succeeding 
offence,  and  it  shall  be  the  duty  of  the  Locals  to  notify  the  General 
Secretary-Treasurer  that  the  said  fine  has  been  enforced. 

Sbction  2.  It  shall  be  the  duty  of  the  Local  that  has  received 
such  fine  to  give  the  captain  of  such  vessel  or  barge  a  receipt  for 
the  same,  with  the  seal  of  the  Local  attached. 

SscnoN  4.  The  President  and  Corresponding  Secretary  of  all 
Locals  shall  notify,  under  seal  of  their  respective  Local,  the  Secre- 
tary-Treasurer of  any  boats  that  have  violated  the  constitution  of 
our  association,  and  in  case  of  error  or  misunderstanding  the  Local 
that  orders  the  fine  imposed  shall  reimburse  the  Local  collecting  the 
fine.  When  the  boats  are  to  be  fined  for  violation,  the  order  must 
be  sent  throu^  the  General  Secretary-Treasurer  to  enforce  the  fine. 

When  a  fine  has  been  wrongfully  imposed,  the  matter 
is  brought  by  the  secretary  of  the  Lumber  Carriers  to  the 
general  secretary-treasurer  of  the  'Longshoremen,  and  he 
refunds  the  amoimt  and  collects  it  from  the  offending 
local. 

Since  this  practice  of  fining  boats  has  long  been  recog- 
nized  and  enforced  as  a  penalty  for  hiring  non-union  'long- 
shoremen, it  naturally  also  might  be  enforced  as  a  penalty 
for  refusing  to  join  the  Lumber  Carriers'  Association,  as 
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requested  by  that  a4380ciation  in  1898.  This  has  been 
done  by  some  of  the  locals,  though  others  charge  the  non- 
association  boats  the  same  prices  as  the  association  boats. 
The  union  refuses  to  make  agreements  with  individual 
vessel-owners.  Thus  it  has  reversed  the  policy  of  earlier 
days,  when  the  locals,  in  order  to  prevent  the  employers 
from  organizing,  preferred  to  deal  only  with  individuals. 
By  dealing  with  an  association  the  competitive  conditions 
are  equalized  at  loading  and  imloading  ports,  and  the 
Carriers'  Association  becomes  responsible  for  violations 
by  individual  owners.  The  non-association  owner,  having 
no  agreement,  may  be  charged  any  price  that  the  local 
wishes  and  can  enforce.  If  he  protests,  the  answer  is  that 
he  can  get  the  association  price  by  joining  the  association. 
This  opportimity  to  make  extra  earnings  is  enough  of  an 
inducement  to  the  locals  to  lead  them  to  put  a  higha* 
price  on  non-association  boats  without  any  request  to  do 
so  from  the  association  or  its  representatives.  Such  a 
request  the  present  association  has  not  made.  It,  of 
course,  would  consider  its  agreements  violated  if  the  imion 
charged  a  non-association  boat  less  than  an  association 
boat,  and  would  have  its  remedy  by  an  appeal  to  the  in- 
ternational officers. 

In  addition  to  fines  the  local  unions  give  priority  in 
loading  and  imloading  their  boats  to  members  of  the  as- 
sociation over  non-members.  Such  preference  is  pro- 
hibited as  between  members,  the  Buffalo  agreement  pro- 
viding that  "boats  shall  be  unloaded  strictly  according  to 
priority  of  arrival  at  this  port."  Not  protected  by  such 
a  clause,  the  non-association  boat  in  a  busy  season  is  at 
a  disadvantage.  In  the  agreement  it  is  stipulated  that 
a  verified  list  of  the  members  of  the  Lmnber  Carriers' 
Association  in  good  standing  and  the  name  of  the  vessd 
annexed  shall  be  sent  by  its  secretary  to  each  of  the  local 
unions  on  the  chain  of  lakes,  and  each  vessel  carries  a 
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eertificate  showing  that  it  is  properly  enrolled  and  in 
good  standing. 

Owing  largely  to  this  support  by  the  union^  the  present 
Lumber  Carriers'  Association  has  been  able  to  hold  its 
members  and  to  enforce  its  scale  of  freight  rates.  It 
includes  85  per  cent,  of  the  lumber-carrying  tonnage  on 
the  Lakes,  the  outside  vessels  being  the  older  and  smaller 
boats,  doing  but  little  of  the  business.  The  association 
is  controlled  by  lumber  dealers  who  are  also  vessel-owners, 
thou^  a  number  of  them  are  solely  carriers.  By  reso- 
lution adopted  in  1903  the  owners  agree  not  to  charter 
their  boats  through  agents  who  do  not  belong  to  the  as- 
sociation, and  shippers  agree  not  to  allow  charters  to  be 
made  of  any  vessel  whose  owners  are  not  members  in 
good  standing. 

The  association  adopts  a  scale  of  freight  rates  to  and 
from  each  port  on  the  Lakes.  These  rates  have  been  ma- 
terially reduced  in  the  past  two  years,  notwithstanding 
the  great  increase  in  wages,  the  firemen  and  seamen 
having  secured  advances  from  $15  to.  $25  a  month  for 
deck  hands,  and  the  wheelsmen  from  $20  or  $25  to  $45. 
The  recent  advances  in  'longshoremen's  wages  are  not  as 
great  proportionally,  since  they  have  been  organized 
much  longer.  Railroad  competition  has  become  a  seri- 
ous matter  on  account  of  better  facilities  and  lower  wages. 
The  railroad  car  goes  direct  from  the  shipping  yard  into 
the  receiving  yard.  The  yard  hands  are  paid  17  cents 
to  20  cents  an  hour,  while  the  vessel-owner  must  pay 
50  cents  an  hour  to  the  loader  and  a  piece-rate  for  un- 
loading at  which  the  'longshoreman  earns  60  cents  or  more 
per  hoiu*.  In  spite  of  their  association  the  vessel-owners 
claim  that  the  imion  "gets  all  the  juice  out  of  the  orange." 
Tie  members  of  the  union  on  their  side  realize  that  the 
lumber  supply  is  falling  off,  and  they  are  satisfied  that 
top  wages  have  been  reached. 
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The  Lake  Carriers'  Association  includes  the  leading 
owners  of  the  ore,  coal,  and  grain  carrying  vessels,  the 
largest  one  bemg  the  Pittsburg  Steamship  CJompany, 
a  branch  of  the  United  States  Steel  CSorporation.  This 
association  was  inaugurated  thirty  years  ago  to  oppose 
biuxlensome  legislation  at  Washington,  and  has  been 
the  most  important  agency  in  securing  aids  to  naviga- 
tion on  the  Lakes.  Some  fifteen  years  ago  it  broke  up 
the  sailors'  union,  and  for  a  nimiber  of  years  was  not  con- 
fronted by  any  union  of  employees.  Since  1900,  however, 
it  has  made  agreements  with  two  branches  of  'longshore- 
men, the  grain  scoopers  at  Buffalo  and  the  firemen  on 
the  boats;  also  with  the  lake  seamen  and  its  affiliated 
union  of  marine  cooks  and  stewards;  and,  finally,  with 
the  Marine  En^neers'  Beneficial  Association.  In  this 
way  all  of  its  employees  have  been  organized.  Even  the 
remarkable  spectacle  was  seen  in  1904  of  the  captains 
and  mates  following  the  example  of  their  crews,  and  organ- 
izing a  Masters'  and  Pilots'  Association,  which  ordered 
a  strike  and  tied  up  the  shipping  on  the  Lakes  for  nearly 
two  months.  The  Lake  Carriers  at  first  tried  to  reach 
an  understanding  with  this  association,  but  felt  compelled 
to  resist  the  essential  feature  of  an  agreement,  namely, 
that  the  owners  should  not  deal  individually  with  their 
own  captains.  These,  they  insisted,  are  the  executive 
personal  representatives  and  vice-principals  of  the  owners. 
On  this  ground  they  drew  a  distinction  between  a  imion 
of  captains  and  a  union  of  the  crews.  The  latter  are  not 
hired  and  discharged  by  the  owners,  but  by  the  owner's 
representative,  the  captain  or  mate.  The  masters  and 
pilots  were  defeated  in  their  strike;  and  many  of  them,  as 
a  condition  of  re-employment,  signed  contracts  not  again 
to  join  a  marine  labor  organisation.  Conmienting  on  this 
defeat,  the  president  of  the  longshoremen's  union,  in  his 
address  at  the  convention  of  1905,  swd:*— 

'IVoc— rfinpt,  FnmUmdk  AmmA  Cowtwittii.  1905,  pp.  SO.  S7. 
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Had  there  been  a  federation  of  all  the  maritime  organizations^ 
working  in  harmony  and  union,  the  humiliating  ending  of  the 
masters'  and  pilots'  strike  could  not  have  happened.  We  had  it 
in  our  power  to  win  the  battle  for  the  masters  and  pilots,  if  given 
an  opportunity  to  do  so,  but  were  not  permitted  by  their  officials, 
who  were  carried  away  by  their  own  importance,  believing  that 
they  were  equal  to  the  situation  without  the  co-operation  and 
assistance  of  any  other  organisation,  and  that  it  would  cast  a 
reflection  on  them  as  professional  men  if  they  were  to  be  identified 
with  a  common,  every-day  lot  of  workers  like  the  I.  L.  M.  and 
T.A. 

Taking  advantage  of  the  defeat  of  the  captains  and 
mates,  the  'longshoremen  have  proceeded  to  organize 
the  pilots  (that  is,  the  mates),  and  to  bring  them  in  as 
another  branch  of  their  association.  At  the  convention 
of  1905  these  new  pilots'  local  imions  were  represented 
by  four  del^ates;  and,  while  it  is  imderstood  that  under 
no  circumstances  would  the  Lake  Carriers  concede  the 
organisation  of  the  masters,  yet  they  seem  to  have  con- 
ceded to  the  'longshoremen  the  organization  of  the  mates 
and  pilots. 

The  outcome  of  the  masters'  and  pilots'  organization 
is  significant  by  way  of  contrast  with  that  of  a  similar 
organization  on  the  tug-boats.  The  Licensed  Tugmen's 
Protective  Association,  organized  in  1900,  is  composed 
of  captains,  mates,  and  engineers.  In  1902  this  organ- 
ization was  involved  in  a  contest  ^th  the  Great  Lakes 
Towing  CSompany,  known  as  "the  trust,"  a  member  of 
the  Lake  Carriers'  Association,  and  operating  90  tug- 
boats. After  the  strike  had  been  in  progress  two  months, 
the  association  asked  for  aflUiation  ^th  the  'longshore- 
men; and  charters  were  thereupon  granted  to  each  of 
the  twenty-eight  locals  on  condition  that  the  'longshore- 
men should  not  be  asked  to  enter  on  a  sympathetic  strike. 
Conferences  were  arranged  with  the  company  through 
the  good  offices  of  the  'longshoremen  and  the  Lake  Car- 
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riers'  Association,  by  which  in  1903  the  Licensed  Tug- 
men's  Association  secured  the  exclusive  employment  of 
its  members  and  a  scale  of  wages.  Meanwhile  the  tug 
firemen  and  linemen  had  been  organized  by  the  'long- 
shoremen; and  an  agreement  was  also  secured  for  them 
with  the  same  company.  These  agreements  were  re- 
newed in  1904  and  1905.  (Consequently,  the  'longshore- 
men's union,  through  these  two  branches,  controls  the 
captains  and  all  members  of  the  crews  operating  nearly 
all  of  the  tug-boats  on  the  Lakes. 

The  Association  of  Dock  Managers  at  Lake  Erie  ports 
represents  the  employers  of  much  the  largest  proportion 
of  'longshoremen.  They  are  the  great  railroad  compan- 
ies or  their  lessees,  operating  the  docks  for  imloading  iron 
ore  and  loading  coal,  including  the  United  States  Steel 
Corporation  at  Conneaut,  M.  A.  Hanna  &  Co.  at  Cleve- 
land and  Ashtabula,  and  others.  The  association  has 
been  in  existence  since  1874,  for  the  purpose  of  estab- 
lishing uniform  scales  of  charges  for  loading  and  unloading 
boats.  When  the  ore  shovellers  and  coal  handlers  were 
organized  by  the  'longshoremen  in  1898,  they  secured 
agreements  with  individual  managers;  but,  finally,  in 
1900  the  Dock  Managers'  Association  took  up  the  prob- 
lem of  r^ulating  wages  as  well  as  charges.  At  that  time 
the  'longshoremen  had  organized  all  ports,  except  To- 
ledo and  Sandusky;  the  dock  managers  entered  into  an 
agreement  providing  for  the  excluave  employment  of 
union  men  at  these  as  well  as  other  ports;  and  the  imion 
agreed  to  admit  to  membership  all  of  the  local  men.  In 
this  agreement  the  'longshoremen  extended  their  juris- 
diction to  cover  also  the  highly  skilled  hoisters  and  engi- 
neers, as  well  as  the  wholly  unskilled  dock  laborers  and 
all  employees  on  the  docks. 

Li  contrast  with  the  lumber  carriers,  the  dock  man- 
agers do  not  depend  upon  the  union  to  maintain  their 
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organisation.  They  had  regulated  charges  for  twenty- 
five  years  before  the  unions  were  strong  enough  to  share 
with  them.  It  is  an  interesting  fact  that  the  prices 
charged  to  vessel-owners  for  unloading  iron  ore  are  2  or 
3  cents  a  ton  lower  in  1905  than  they  were  in  earlier  years, 
while  the  tonnage  rates  paid  to  'longshoremen  are  4  to 
6  cents  higher.  Prior  to  1899  the  shovellers  at  Cleve- 
land received  8  to  10  cents  per  ton,  the  rate  standmg  at 
9  cents  in  1898.  The  first  effect  of  the  imion  is  seen  in 
the  fluctuating  piece-wages  of  10  to  12^  cents  in  1899; 
and  the  final  effect  is  seen  in  the  uniform  rate  of  14  cents 
in  1900,  reduced  to  13  cents  in  1901  and  1904,  but  restored 
to  14  cents  m  1903  and  1905.  The  rate  charged  to  the 
vessel-owner  by  the  dock  managers  is  19  cents  a  ton, 
leaving  a  margin  of  only  5  cents  to  the  dock  manager 
against  a  margin  of  10  or  12  cents  in  earlier  years.  This 
margin,  it  should  be  said,  is  no  longer  decisive;  for  it 
applies  only  to  the  old  style  of  hoisting  bucket  paid  for 
at  tonnage  rates, — a  style  which,  as  already  shown,  has 
been  lai^ly  displaced,  and  will  soon  disappear  imder  the 
competition  of  the  great  automatic  buckets  operated  at 
day-wage  rates.  These  revolutionizing  improvements  have 
been  introduced  during  the  period  since  the  union  b^an 
to  secure  advances  in  wages,  so  that,  notwithstanding 
those  advances,  the  cost  of  handling  ore  has  been  reduced. 
Further,  as  ahready  stated,  the  advance  in  earnings,  ex- 
cept for  bolsters  and  engineers,  has  not  been  nearly  so 
great  on  the  new  machinery  coming  into  use  as  on  the 
old  machinery  going  out  of  use. 


m. 

Enough  has  been  said  to  show  that  the  'longshoremen's 
association  has  grown  up  and  extended  its  organization 
without  any  preconceived  plan.    This  will  be  seen  further 
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in  noticing  the  variety  of  relations  existing  between 
''locals"  and  ''branches''  and  the  international  organisa- 
tion. The  locals  are  usually  very  smaU  in  the  number  of 
members,  since  they  are  organized  on  craft  lines;  and  there 
are  some  forty  crafts  or  occupations  within  the  organiza- 
tion. Seven  of  the  crafts  are  spoken  of  as  "branches." 
The  branch  in  some  cases  is  admitted  as  a  local,  and  in 
other  cases  it  is  an  association  of  locals.  Only  locals  as 
such  are  represented  in  the  'Longshoremen's  Convention. 
Thus  the  International  Brotherhood  of  Steam  Shovel  and 
Dredgemen  is  an  organization  which  has  been  in  existence 
several  years,  with  headquarters  at  Chicago,  with  its 
general  president  and  other  general  officers,  its  board  of 
directors  and  its  general  executive  board,  with  its  twenty 
local  "lodges"  widely  scattered  (including  one  at  Panama) 
and  with  its  own  official  journal,  Steam  Shovel  and  Dredge. 
Yet  this  organization  is  known  simply  as  "Local  460" 
of  the  I.  L.  M.  and  T.  A.,  with  two  votes  in  the  last  con- 
vention. The  same  is  true  of  the  Litemational  Brother- 
hood of  Steam  Shovel,  Dredge  Firemen,  Deck  Hands, 
Oilers,  Watchmen,  and  Scowmen  of  America,  known  as 
"Local  470."  Likewise  the  Marine  Firemen,  Oilers,  and 
Water  Tenders'  Benevolent  Association,  with  branch 
offices  at  seven  ports  on  the  Great  Lakes  and  headquarters 
at  Buffalo,  is  known  as  "Local  124,"  with  six  votes  in 
the  'Longshoremen's  Convention. 

On  the  other  hand  the  Licensed  Tugmen's  Protective 
Association  is  composed  of  twenty-eight  locals,  with  sepa- 
rate charters  from  the  'Longshoremen's  Association  enti- 
tling each  local  to  at  least  one  vote  in  the  convention,  and  an 
additional  nimiber  if  its  membership  exceeds  one  hundred. 
The  Tug  Firemen  and  Linemen  have  a  representative  for 
each  of  thirteen  separate  locals,  and  the  Fishermen  for 
twenty-two  locals.  Each  has  its  "branch"  organization 
with  general  officers,  like  the  dredgemen. 
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These  branches  hold  their  own  annual  conventions,  and 
conduct  their  bumness  entirely  separate  from  the  'Long- 
shoremen's Convention.  They  select  their  conference 
committees  to  meet  the  employers  and  to  make  agree- 
ments. It  would  seem  on  paper  that  they  are  important 
wheels  in  the  'longshoremen's  union.  As  a  matter  of  fact, 
however,  their  powers  are  no  greater  than  those  of  any 
local  union  of  ore  handlers  or  grain  scoopers.  This  is  on 
account  of  the  position  that  has  gradually  been  conceded 
to  the  executive  council  of  the  mtemational  association, 
consisting  of  the  president,  secretary-treasurer,  and  nine 
vice-presidents  elected  at  the  annual  convention  (biennial 
after  1905).    All  locals 

have  fun  power  to  regulate  their  own  wages,  whether  by  the 
hour,  by  the  thousand,  or  by  the  ton;  but  the  association  rec- 
(Knmends  that  the  locals  whose  interests  are  identical  in  the 
same  locality  establish  a  monthly  correspondence,  so  that  a  more 
uniform  scale  of  wages  may  be  established.^ 

In  this  effort  to  secure  imif  ormity  the  locals  with  identical 
interests,  whether  they  are  recognized  as  branches  or  not, 
send  their  del^ates  to  the  conferences  with  the  associated 
employers.  Such  a  delegate  is  not  recognized  imless  he 
comes  with  credentials  showing  that  he  has  full  power  to 
bind  his  local  to  whatever  agreement  is  entered  upon. 
The  agreement  takes  precedence  over  all  constitutions  and 
by-laws,  whether  of  locals,  branches,  or  the  international 
organization.  It  cannot  be  reviewed  by  referendimi  or  by 
convention.  In  fact,  as  viewed  by  their  employers,  "the 
only  capital  the  imion  has  is  their  reputation  of  fulfilling 
their  contracts."  They  are  in  the  peculiar  position  of 
making  a  contract  to  furnish  all  of  the  labor  necessary  to 
do  certain  work  at  certain  wages  or  piece-prices,  yet  with- 
out subjecting  themselves  to  a  penalty  for  failure.  Natu- 
rally, the  employers  look  to  the  international  oflBcers  to 

'Constitution*  Article  VI.,  Section  4. 
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see  that  the  locals  furnish  the  men.  They,  indeed,  always 
reserve  "the  right  to  secure  any  other  men  who  can  per- 
form the  work  in  a  satisfactory  manner  imtil  such  time  as 
members  of  the  I.  L.  M.  and  T.  A.  can  be  secured."  *  This 
reservation  applies  to  two  classes  of  cases, — inability  of  the 
local  imion  to  furnish  men  and  a  strike  of  the  local  union. 
Where  the  local  cannot  furnish  men,  it  is  the  duty  of  its 
president  or  manager  to  notify  the  captain  withm  twelve 
working  hours  of  the  time  when  the  boat  is  placed  at  the 
dock.'  The  captain  then  employs  outsiders  if  he  can  find 
them,  but  hoists  a  flag  to  indicate  that  a  non-imion  man 
is  at  work.  As  soon  as  a  member  of  the  imion  appears, 
the  non-imionist  is  laid  off,  the  union  man  is  employed, 
and  the  flag  is  lowered. 

In  the  other  case,  of  a  strike  or  refusal  by  a  local  to  work 
on  a  vessel,  it  is  considered  a  violation  of  the  contract, 
and  the  vessel  may  be  sent  to  another  dock  or  port  to  be 
xmloaded  according  to  the  agreement,  and  the  men  who 
refuse  to  work  are  discharged.'  Resort  to  this  clause  has 
seldom  been  necessary  because  the  international  officers 
have  promptly  furnished  men,  even  going  so  far  as  to 
furnish  men  outside  of  their  own  organization  to  take 
the  places  of  the  strikers.  The  constitution  of  the  in- 
ternational organization  also  provides  for  such  contin- 
gencies by  giving  adequate  powers  of  control  over  the 
local  unions.  Locals  are  forbidden  to  take  part  in  any 
sjrmpathetic  strike  or  any  other  strike,  or  to  assist  another 
local,  without  the  consent  of  the  executive  counciL* 
The  council  has  the  power  to  fine  a  local  $10  for  the  first 
offence,  $26  for  the  second  offence,  and  to  expel  the  local 
for  the  third  offence.'    With  these  powers  the  executive 

>Doek  MuMgen'  Acreement,  1906,  Seetion  8. 
^Lomber  C«rri«ra'  Acreement,  Seetions  1  mod  2. 
•Dook  Manacen*  Acreement.  1906.  SeetSon  12. 
« Constitution,  Article  XIII.,  S«ctiont  8,  4, 8. 
•Ibid.,  Article  XVII..  Section  1. 
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council,  through  the  international  president,  has  enforced 
all  of  the  agreements  so  promptly  and  effectually  that  the 
^nployers  without  exception  have  only  the  strongest 
words  of  commendation  for  the  record  of  the  union  in 
this  respect. 

Practically  all  of  the  very  few  strikes  that  have  occurred 
in  recent  years  have  been  those  of  new  organizations  not 
yet  admitted  to  membership  in  the  'Longshoremen's  Asso- 
ciation. Indeed,  the  growth  of  the  association,  especially 
in  the  way  of  oi^anizations  other  than  'longshoremen 
proper,  has  followed  upon  the  defeat,  or  the  prospect  of 
defeat,  of  those  organizations  in  strikes  of  their  own  initia- 
tion. This  has  already  been  shown  in  the  case  of  the 
pilots.  The  same  was  true  of  the  tugmen,  whose  strike 
in  1902  was  lost,  but  who  secured  their  agreement  through 
joining  the  'longshoremen's  imion.  Without  mentioning 
other  instances,  it  is  evident  that  the  'longshoremen  show 
a  reversal  of  the  usual  course  of  unionizing,  in  that  with 
them  the  skilled  and  salaried  employees  have  not  led  in 
organization,  but  have  followed  and  relied  upon  the  dis- 
respected "dock-woUoper."  It  was  the  Imnber  handler, 
the  ore  shoveller,  the  coal  handler,  who  led  the  way,  and 
afterwards  took  in  and  gained  for  many  skilled  occupa- 
tions favorable  conditions  and  imion  recognition  which 
they  were  unable  to  gain  for  themselves.  In  no  case  has 
this  been  done  through  a  sympathetic  strike  or  a  violation 
of  any  agreement.  The  newly  admitted  organization  has 
usuaUy  been  required  to  wait  imtil  the  existing  agreements 
expired,  and  then,  in  the  conferences  with  employers  on 
a  renewal  of  agreements,  it  has  been  cared  for  the  same 
as  the  others. 

Naturally,  with  so  many  occupations  and  races  there 
arises  dissatisfaction  with  some  of  the  agreements.  But 
the  members  of  the  various  branches  have  seen  a  few  vivid 
lessons  of  the  penalties  inflicted  when  a  branch  or  a  local 
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attempts  to  act  alone.  This  was  spectacularly  true  of 
the  strike  called  by  Local  124  in  April,  1903,  when  that 
local  was  dissatisfied  with  an  agreement  just  about  to  be 
made.  Local  124  is  known  as  the  Marine  Firemen,  Oilers, 
and  Water-tenders,  employed  on  all  the  lake  steamers, 
and  had  been  a  "branch"  of  the  'Longshoremen's  Asso- 
ciation for  four  years.  Its  officers,  unable  to  carry  their 
point,  brought  on  the  strike  without  the  knowledge  of 
the  executive  coimcil.  The  latter  declined  to  permit  a 
sjonpathetic  strike  of  other  locals,  although  the  work  of 
all  of  their  members  was  interrupted.  The  lake  carriers 
filled  the  places  of  the  firemen,  and  the  other  'longshore- 
men continued  to  work  with  the  non-unionists.  After 
being  defeated  in  a  two  months'  strike,  the  firemen  offered 
arbitration,  which  the  lake  carriers  refused,  but  finally, 
through  the  representations  of  the  'longshoremen's  officers, 
they  made  an  agreement,  and  the  firemen  were  granted 
the  terms  which  two  months  before  they  had  refused  to 
accept.  This  salutary  lesson,  administered  to  a  well- 
organized  branch  whose  members  visit  every  port  on  the 
Lakes,  has  greatly  strengthened  the  hold  of  the  interna- 
tional officers  on  all  the  locals.  The  lesson  is  all  the  more 
impressive,  for  it  has  been  accompanied  in  this  case  by 
an  increase  in  wages  from  $25  or  $30  a  month  to  $45  to 
October  1,  and  $65  from  that  date  to  the  close  of  navi- 
gation. There  has  also  been  a  lessening  in  the  amoimt  of 
work  by  increasing  the  number  of  men,  so  that  one  man 
fires  four  doors  where  he  formerly  fired  six. 

It  is  significant  that  this  strong  position  of  the  inter- 
national has  been  accomplished  without  the  backing  of 
a  treasury.  Other  national  and  international  unions  have 
built  up  strike  or  "defence"  funds,  held  by  the  general 
treasurer  and  available  only  for  those  local  unions  whose 
strikes  have  been  sanctioned  by  the  international  officers. 
These  fimds  are  accumulated  through  a  per  capita  tax 
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on  all  members  of  local  imions.  But  the  per  capita  tax 
of  the  'longshoremen  is  only  5  cents  as  against  15,  25,  and 
40  cents  a  month  in  other  organizations.  This  barely 
meets  the  expenses  of  the  central  organisation.  The  ex- 
ecutive council  may,  indeed,  levy  assessments  on  local 
unions;  but  this  has  never  been  done.  On  the  other  hand, 
the  dues  of  the  local  imions  are  50  cents  a  month,  enabling 
them,  after  paying  the  per  capita  tax,  to  accumulate  a 
good-sized  treasury  which  may  be  used  as  they  see  fit, 
for  strikes  or  for  insurance  benefits. 

This  extreme  local  autonomy  in  the  constitution  of  the 
union,  accompanied  by  imusual  discipline  and  centraliza- 
tion in  all  dealings  with  employers,  suggests  the  question 
Aether,  perhaps,  this  union  is  merely  a  "one-man"  or- 
ganization, depending  for  its  unusual  success  on  the  per- 
sonality of  the  able  executive  officers  who  happen  to  have 
been  in  charge  during  the  period  of  its  growth.  Neither 
the  organization  nor  its  leaders  are  as  yet  old  enough  to 
answer  this  question. 

It  will  have  been  noted  that  all  of  the  agreements  of 
the  'longshoremen  are  strictly  "closed-shop"  agreements, 
stipulating  the  employment  exclusively  of  union  mem- 
bers. This  is  true  not  only  of  the  dock  workers  whose 
agreements  are  something  more  than  scales  of  wages, — 
contracts  to  load  or  unload  cargoes,  and  therefore  neces- 
sarily exclusive;  it  is  true  also  of  all  the  crafts  and  occu- 
pations. The  first  agreement  of  the  association,  made  in 
1893  for  the  port  of  Chicago  only,  was  silent  on  member- 
ship in  the  imion;  but  in  1894  the  union  accepted  a  reduc- 
tion of  20  per  cent,  in  wages,  but  extended  the  agreement 
to  all  ports  on  Lake  Michigan  and  Lake  Huron,  and  se- 
cured the  exclusive  emplojrment  of  union  men.  Similar 
strategy  has  been  shown  at  other  times,  as  when  in  1901, 
after  substantial  advances  during  the  preceding  years,  a 
horizontal  reduction  in  wages  of  7^  per  cent,  was  agreed 
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upon  with  the  Dock  Blanagers,  and  continued  for  1902, 
accompanied,  however,  by  a  reduction  of  working  hours  to 
9  or  10  per  day  in  some  cases,  and  11  per  day  in  handling 
iron  ore  and  coal.  This  reduction  in  hours  has  been  main- 
tained, but  wages  were  advanced  8  per  cent,  in  1903. 
They  were  reduced  again  7 J  per  cent,  in  1904,  with  various 
compensations  in  the  conditions  and  hours  of  work,  and 
restored  in  1905  with  the  compensations  retiuned.  This 
adaptation  of  wages  to  industrial  conditions  indicates  an 
unusual  degree  of  discipline  in  the  union  and  a  willingness 
to  avoid  strikes;  and  this,  naturally,  wins  the  employers 
to  the  closed-shop  agreements. 

On  the  side  of  the  dock  laborers  and  'longshoremen 
prop^  the  dosed-ehop  agreements  are  looked  upon  mainly 
as  a  protection  against  immigrants.  The  higher  grades 
of  skilled  employees,  such  as  hoisters  and  engineers,  are 
filled,  according  to  the  agreements,  by  promotion  from 
employees  on  the  docks  where  the  promotions  are  made. 
These  promotions  come  almost  soldy  to  the  En^ish-6peak- 
ing  laborers,  especially  Irish  and  Germans,  so  that  these 
races  are  gradually  rising  from  the  lower  grades.  But  the 
'longshoremen  and  dock  laborers,  from  whom  these  pro- 
motions are  made,  are  thonsdves  recruited  from  foreign 
inunigrants;  and  the  pressure  of  immigration  therefore 
bears  directly  upon  them.  Prior  to  the  organisation  of 
the  unions  there  was  a  rapid  influx  of  these  laborers.  The 
boss  or  a  friend  would  bring  up  a  doien  men  from  a  dis- 
tance, and  put  them  to  work,  ^i^e  men  who  had  been 
there  for  years  were  displaced.  But  with  the  closed-shop 
agreement  these  new-comers  are  not  admitted  unless  the 
amount  of  work  is  greater  than  the  number  in  the  union 
can  supply. 

This  supply  is  regulated  automatically  throu^  the  ini- 
tiation fees.  These  are  under  the  control  soldy  of  each 
local  union.    Beginning  with  fees  of  S5,  the  locals  have 
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raised  the  amount  to  $25  or  $50,  and  even  $100,  according 
as  the  pressure  for  admission  increased  beyond  the  oppor- 
timity  for  steady  employment  of  those  ab*eady  admitted. 
Again,  when  the  pressure  listened  or  the  work  increased, 
th«  initiation  fee  was  reduced;  but  the  majority  of  the 
locals  seem  inclined  to  place  it  at  $50.  Since  the  wages 
earned  are  much  higher  than  what  the  Poles,  Croatians, 
Italians,  Roumanians,  and  similar  races  can  earn  outside, 
and  since  these  races  are  notedly  thrifty  even  on  those 
lower  wages,  it  has  been  found  that  $50  is  just  about  the 
rate  of  tariff  that  equalizes  supply  and  demand. 

I  have  not  mentioned  the  spread  of  the  'longshoremen's 
union  to  the  Gulf  and  Atlantic  and  Pacific  coasts.  The 
original  and  characteristic  features  are  found  on  the  Great 
Lakes,  especially  the  control  by  one  organization  of  both 
ends  of  the  vessel's  trip,  so  that  by  their  system  of  fines 
a  weak  union  at  one  end  can  be  promptly  and  effectually 
aided  by  a  strong  local  at  the  other  end.  The  salt-water 
locals  have  looked  forward  to  a  similar  arrangement  with 
the  dock  workers  of  other  lands,  and  recently  an  affiliation 
was  arranged  with  the  International  Transport  Federation, 
headquarters,  London.  Thus  it  is  something  more  than 
a  dream  that  the  oceans  shall  be  governed  like  the  lakes, 
and  vessels  loaded  or  unloaded  by  non-union  men  in  any 
port  of  the  world  shall  be  pimished  when  they  touch  a 
port  across  the  ocean  controlled  by  union  men. 

John  R.  Commons. 
UNnrxBsrrT  of  Wisconsin. 
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THE  EFFECT  OF  LABOR-SAVING  DEVICES  UPON 

WAGES. 

I. 

Economic  literature  is  replete  with  controversies.  So 
far  as  the  central  problems  of  economics  are  concerned, 
it  may  almost  be  said,  quot  homines,  tot  opiniones;  and 
many  of  the  minor  problems  are  treated  with  a  most  ap- 
palling diversity  in  method  and  in  point  of  view.  Yet 
there  is  one  small  field  that  is  practically  imravaged  by 
controversial  warfare.  With  but  few  exceptions^  econo- 
mists are  agreed  that  the  ultimate  effect  of  labor  saving 
is  invariably  to  increase  the  real  income  of  the  working 
classes.  Whatever  differences  of  view-point  exist  concern 
themselves  chiefly  with  the  relative  emphasis  laid  upon 
the  immediate  loss  to  the  laborers  whose  functions  this 
form  of  progress  renders  obsolete. 

Moreover,  an  examination  of  the  arguments  advanced 
in  support  of  the  prevailing  view  reveals  a  surprising  uni- 
formity. Attention  is  called  to  the  fact  that  the  cheapen- 
ing of  products,  which  normally  attends  the  introduction 
of  an  improvement  in  the  technique  of  production,  rep- 
resents a  virtual  increase  in  the  incomes  of  all  classes,  in- 

t  Anxms  these  may  be  mentioned  Mill,  Frineiplm  of  PtfUHcti  BconomtpiBook  I. 
ehap.  vi);  Roee,  iVocfrfii^e  o/  th^Amm'ieon  B^^nomtic Amociation^  Fifteenth  Annual 
Meeting  (pp.  151,  1&2);  »nd.  perhape,  Cmmr  (Ibid,,  pp.  140. 150).  Mill's  Mcumeni 
rwts  upcm  »  junlinitof  the  eoneepts  **fixed*'  »nd  **oiroulatint*'  capital,  and  their 
reepeotive  relations  to  the  wage-fund,  and  is  in  so  far  <imte  o«it  of  harmony  with 
modem  thought.  In  Ross's  view  the  effect  of  the  introduction  of  machinery  is 
analiMPMis  with  that  of  the  introduction  of  an  exceptionally  ^Scient  body  of  daTes. 
From  the  published  reports  of  the  Proceedings  of  the  Economic  Association  it 
wv^ulvl  be  dit!(cult  to  discover  the  grounds  «b  which  Pfofeesor  Carrer  based  his 
vww  that  i%  is  not  certain  that  labor-saving  iaventioaa  invariably  benefit  the  la- 
bi^nmr;  but.  from  ht»  method  t^  reaaMiiing  in  an  earlier  address  (/Voc—rfimw  of  t&e 
^■Mm-w*  K«v«*»>«*K'  *4ssiK>*«#H>i«,  F(Hirteenth  Annual  Meeting,  pp.  189-196)  it  would 
m^pear  that  hi»  pomikva  is  not  essentially  dUlerent  frcMB  that  dslendsd  m  this  paper. 
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eluding  the  laborers;  and  emphasis  is  laid  upon  the  de- 
velopment of  the  demand  for  the  cheapened  product, 
which  may,  in  the  end,  result  in  a  great  increase  in  the 
employment  offered  by  the  industry  affected  by  the  change. 
The  printing  trade  is  often  cited  as  an  example  of  an  in- 
dustry in  which  labor  saving  has  actually  increased  em- 
ployment, and  the  business  of  transportation  illustrates 
the  same  principle  very  well.  The  theoretical  argument 
is  often  bolstered  up  by  an  appeal  to  economic  history  or 
to  its  allied  branch,  comparative  inductive  economics. 
TTie  nineteenth  century,  pre-eminently  the  age  of  mechan- 
ical progress,  witnessed  an  unparaUeled  improvement  in 
the  position  of  the  working  classes,  and  this  in  spite  of  an 
extraordinary  increase  in  the  population  of  the  Western 
world.  Again,  those  nations  in  which  labor-saving  ma- 
chinery has  been  most  extensively  employed,  as  the  United 
States  and  England,  are  the  nations  in  which  wages  are 
highest  and  conditions  of  labor  most  satisfactory. 

These  are  strong  arguments,  apparently.  They  are  as 
conclusive  as  the  arguments  advanced  in  defence  of  some 
of  the  most  unquestioned  political  and  economic  tenets. 
And  yet,  if  we  subject  them  to  rigid  analysis,  we  shall  find 
that  they  are  far  from  adequate.  In  the  theoretical  argu- 
ment no  attempt  is  made  to  discover  the  relative  impor- 
tance of  opposing  forces  which  enter  into  the  problem. 
The  cheapening  of  commodities  does,  indeed,  have  a  ten- 
dency to  increase  all  "real"  incomes;  but,  if  labor  is  dis- 
placed from  one  industry,  it  enters  into  competition  with 
labor  in  other  industries,  and  in  so  far  tends  to  lower  wages. 
TTie  net  effect  upon  the  welfare  of  the  working  class  can 
be  ascertained  only  after  a  weighing  of  the  opposing  ten- 
dencies. This  holds  true,  of  course,  only  of  those  cases  in 
which  labor  is  actually  displaced.  But,  if  the  industry  in 
question  develops  to  such  a  degree  as  to  employ  more 
laborers  than  formerly,  such  development  may,  neverthe- 
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less,  be  at  the  cost  of  some  other  mdustry  which  supplies 
a  omilar  want.  A  reduction  in  the  labor  cost  of  artificial 
stone  might  greatly  increase  the  demand  for  that  material, 
and  increase  the  number  of  workmen  employed  in  its  manu- 
facture; but  it  would  be  imsafe  to  argue  that  a  net  increase 
in  employment  has  taken  place  without  first  ascertaining 
how  many  quarrymen  and  brickmakers  had  been  displaced. 
Nor  is  the  historical  argument  more  conclusive.  Eco- 
nomic history  reveals  numerous  forces  operating  contem- 
poraneously, but  it  has  not  succeeded  in  isolating  any  one 
and  in  imputing  to  it  its  just  share  in  the  joint  result.  The 
condition  of  labor  has,  no  doubt,  improved;  but  the 
causes  of  the  improvement  are  still  in  dispute.  One  share 
in  the  result,  however,  must  be  ascribed  to  the  vast  in- 
crease in  the  available  area  of  cultivable  land.^  Another 
important  share  is  due  to  the  unprecedented  increase  in 
capital.  Popular  education,  by  increasing  the  efficiency 
of  labor  and  by  strengthening  its  bargaining  power,  doubt- 
less contributed  some  part  of  the  total  result.  Trade 
unionism,  many  would  maintain,  has  not  been  wholly 
without  effect.  Vhen  these  and  other  factors  are  con- 
sidered, it  appears  that  history  does  not  tell  us  how  much 
labor  owes  to  the  labor-saving  device.  And,  granting  that 
a  definite  share  in  the  sum  could  be  traced  to  labor  saving, 
we  are  still  far  from  proof  that  all  labor  saving,  under  all 
conditions,  tends  to  increase  wages.  We  may  even  admit 
that  most  of  those  forces  which  dispute  with  labor  saving 
the  honor  of  having  made  tolerable  the  lot  of  the  working- 
man  would  themselves  have  been  inconceivable  without 
the  advance  in  labor-saving  methods.  The  extension  of 
cultivation,  for  example,  was  doubtless  conditioned  largely 
by  labor-saving  inventions  in  the  iron  industry.  The 
progress  of  popular  education  may  be  ascribed  in  part,  at 
least,  to  the  vast  increase  in  social  wealth  which  resulted 

1C7.  Row,  !•€.  CO..  p.  Iftl. 
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from  technical  progress.  But  most  of  these  indirect  effects 
of  labor  saving  are  dependent  upon  conditions  which  may 
disappear  with  the  progress  of  society.  Unoccupied  lands 
are  even  now  ceasing  to  be  a  significant  factor  in  economic 
life.  There  is  a  natural  limit  to  the  advantages  to  labor 
as  a  whole  which  may  be  secured  through  trade  unionism. 
From  the  purely  economic  point  of  view,  popular  educa- 
tion is  probably  subject  to  a  law  of  diminishing  returns. 
One  who  wishes  to  discover  a  imiversal  defence  for  labor 
saving  will  hardly  be  content  with  an  argument  which 
rests  upon  the  effects  of  secondary  influences  of  a  transitory 
nature.  It  is  perhaps  worth  while  to  prove  that  the  labor 
saving  of  the  past  has  been  beneficent;  but  we  are  chiefly 
concerned  with  the  labor  saving  of  the  future. 

Nor  can  a  dear  li^t  upon  this  problem  be  gained  from 
a  study  of  the  relative  position  of  labor  in  countries  which 
differ  in  respect  to  technical  development.  In  the  first 
place,  the  disparity  in  other  conditions  is  usually  so  great 
that  it  would  be  extremely  diflScult  to  isolate  the  influence 
of  technical  progress.  And,  secondly,  it  is  a  familiar  fact 
that  the  development  of  industry  in  one  country  may 
bring  about  the  decay  of  similar  industries  in  other  coun- 
tries. It  is  frequently  asserted  that  one  of  the  effects  of 
the  growth  of  the  cotton  industry  in  England  was  the  de- 
cline of  the  ancient  and  prosperous  cotton  industry  of 
some  of  the  towns  and  villages  of  British  India.  Accord- 
ingly, if  it  be  granted  that  the  lot  of  the  British  workman 
was  improved  by  the  epoch-making  inventions  in  the  textile 
industries,  it  still  remains  necessary  to  set  against  that 
improvement  the  deterioration  of  the  condition  of  the 
Hindu  craftsman,  if  we  are  to  attain  any  valid  conclusion 
as  to  the  net  effect  upon  the  world's  working  classes. 

A  complete  study  of  labor-saving  devices  would  cer- 
tainly not  ignore  important  effects  merely  because  they 
depend  upon  conditions  which  do  not  possess  even  the 
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proximate  universality  posited  of  the  main  characteris- 
tics of  the  existing  system.  Nor  would  it  ignore  influ- 
ences that  affect  the  international  balance  of  economic 
power.  But  the  more  fundamental  problem  in  the  the- 
ory of  labor-saving  inventions  concerns  the  direct  effects 
of  such  inventions  upon  world  labor,  since  such  effects 
may  be  said  to  be  as  imiversal  as  the  competitive  order. 
This  problem  alone  will  be  considered  in  the  present  paper. 
Moreover,  since  the  problem  at  best  is  a  complicated  one, 
it  will  be  necessary  to  narrow  the  inquiry  wherever  pos- 
sible, by  excluding  the  elements  of  friction  which  every- 
where modify  the  operation  of  competitive  laws.^  It 
will  be  assumed  that  labor-saving  devices  are  promptly 
adopted  throughout  the  industries  affected,  and  hence 
that  no  appreciable  element  of  pure  profit  arises  in  con- 
sequence of  them.  A  high  degree  of  mobility  of  labor 
and  of  capital  will  be  assumed;  and,  for  convenience,  it 
will  be  assumed  that  labor  and  capital  displaced  make 
their  way  immediately  to  the  economic  margin. 


li- 
lt is  obvious  that  no  study  of  this  nature  can  be  fruit- 
ful imless  it  is  based  upon  a  consistent  theory  of  distri- 
bution in  its  static  aspects.  For  the  purposes  of  the 
present  discussion  the  essential  soundness  of  the  margi- 
nal productivity  theory  of  distribution,  as  it  is  developed 
by  Professor  Clark  in  his  Disiribviwn  of  WeaUh,  will  be 
assumed.  It  will  be  assumed  that  determinate  parts 
of  the  current  product  of  society,  whether  viewed  as  phys- 
ical product  or  as  value  product,  are  imputable  to  the 
various  factors  in  production,  and  that  those  parts  form 
the  normal  incomes  of  the  respective  factors.    It  will 

1 A  alight  degree  of  friction  will  be  aasumed,  since  otherwise  no  motive  for  the 
roedjustment  of  labor  and  capital  would  exist. 
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al8o  be  assumed  that  a  universal  law  of  diTninishing  re- 
turns b  in  operation, — that,  with  no  independent  change 
in  the  organization  of  the  factors  of  production,  an  in- 
crease, actual  or  virtual,  in  one,  unaccompanied  by  a 
parallel  increase  in  the  complementary  factors,  has  a 
tendency  to  lower  the  productivity  of  the  variable  factor, 
and  to  increase  the  productivity  of  the  factors  that  re- 
main constant  in  quantity. 

TTie  term  "labor-saving  device"  will  be  used  to  desig- 
nate any  technical  improvement  which  lessens  the  ab- 
solute expenditure  of  labor  per  unit  of  physical  product. 
As  it  is  often  the  case  that  a  labor-saving  invention  changes 
not  only  the  quantity,  but  also  the  quality  of  the  labor 
used  in  the  production  of  a  commodity,  it  is  necessary 
for  us  to  conceive  of  labor  as  measured  in  units  of  like 
potential  eflBciency.  If  the  new  process  requires  labor 
of  a  lower  order  than  was  formerly  required,  we  must,  in 
theory,  reduce  the  new  labor  to  terms  of  the  labor  formerly 
employed.  We  need  also  a  imit  of  value  with  which  to 
measure  changes  in  productivity.  Here  we  meet  with 
a  serious  difl5culty;  for,  if  by  value  we  mean  general  pur- 
chasing power,  it  is  obvious  that  an  improvement  in 
technique  will  change  in  some  d^ree  the  value  of  any 
conmiodity  or  group  of  commodities  which  we  may  se- 
lect as  a  measure.  Accordingly,  the  best  that  can  be 
done  is  to  be  on  our  guard  against  any  variation  in  the 
value  imit,  and  to  employ  such  devices  as  may  keep  it 
from  vitiating  our  results. 

Economists  have  long  recognized  that  there  are  cer- 
tain salient  characteristics  that  differentiate  one  inven- 
tion from  another,  from  a  purely  economic  point  of  view. 
An  improvement  in  technique  may  result  in  an  increased 
capital  cost  *  per  imit  of  physical  product  at  the  same  time 

IBy  "capital  cost"  I  mean  a  grooB  sum  coyering  the  replacement  of  goocU  de- 
stroyed or  depreciated  in  value,  together  with  a  normal  return  on  the  ci^ital  for 
the  period  in  which  it  ia  uaed  in  produeing  a  unit  of  commodity. 
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that  it  diminishes  labor  cost;  that  is,  it  may  involve  the 
substitution  of  capital  for  labor.  On  the  other  hand, 
capital  cost  may  remain  unchanged,  or  it  may  diminish 
pcai  passu  with  labor  cost.  Secondly,  an  improvement 
in  technique,  through  the  resultant  cheapening  of  prod- 
uct, may  so  increase  demand  that  the  total  value  product 
of  the  industry  will  be  increased;  that  is,  labor-saving 
may  be  product-multiplying.  The  value  product  may, 
however,  remain  stationary,  or  it  may  even  be  decreased. 
In  the  third  place,  the  improvement  may  affect  some 
conmiodity  which  is  primarily  an  object  of  consumption 
of  the  working  class.  It  may  affect,  however,  a  com- 
modity entering  equally  into  the  consumption  of  all 
classes,  or  into  that  of  the  well-to-do,  say  the  capitalists, 
alone.^ 

Without  taking  into  account  other  possible  differenti- 
ating characteristics,'  it  is  evident  that  the  above  will 
serve  as  a  basis  for  numerous  types,  each  of  which  de- 
serves special  study.  The  economic  quality  of  any  con- 
crete invention  will  be  determined  by  a  combination  of 
three  elements  of  greater  or  less  purity,  each  one  repre- 
senting one  of  the  three  above  series.  Invention  A,  a 
labor-saving  device,  may  so  change  the  character  of  an 
industry  as  to  increase  the  capital  cost  per  \mit  of  product; 
the  resulting  increase  in  demand  may,  nevertheless,  be  so 

IWe  may  represent  the  above  fftots  by  the  following  table: — 
la  capital  ooet  per  unit  of  phsreieal  product  increased. 
16        •*          **    •*      "     **        **  *•      stationary. 

le        ••          ••    "      "     **        "  "      diminished. 

Ila  total  vahM  product  of  industry  increased. 
116        "        "          "        "        "      stationary, 
lie        **        **          **        **        **      diminished. 
Ilia  product  of  industry  consumed  wholly  by  laborers. 
III6                 **          **  **  by  laborers  and  capitalists  alike. 

IIIc  "  wholly  by  capitalists. 

*One  which  will  rsadUy  occur  to  the  reader  is  exemplified  by  the  introduetaoa 
of  acrioultural  machinery  in  a  region  which  is  already  thorou^ily  cultivated.  The 
gross  product  of  the  land  may  be  diminished  instead  of  increased.  Hence  the 
price  of  the  product  may  weU  be  increased  rather  than  diminished,  the  ultimate 
effect  being  an  increase  in  rent. 
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great  as  to  attract  labor  into  the  industry  instead  of  ex- 
pelling it.  The  product  may  be  one  which  workingmen 
alone  consume.  Invention  B  may  leave  the  capital  cost 
per  unit  imchanged;  it  may  result  in  a  very  slight  in- 
crease in  demand,  and  hence  in  the  expulsion  of  labor; 
the  product  may  be  consumed  almost  exclusively  by 
capitalists.^ 

Since,  then,  labor-saving  devices  may  vary  so  widely 
in  their  economic  characteristics,  it  appears  to  be  unsci- 
entific to  group  them  together  when  it  is  our  aim  to  dis- 
cover their  economic  effects.  Such  a  method  of  pro- 
cedure may  prove  almost  anything.  Rather  we  should 
construct  theoretical  types  possessing  clearly  defined 
characteristics  which  represent  the  various  possible  eco- 
nomic relations,  and  study  the  possible  effects  of  each  of 
these  types.  We  may  then  arrive  at  practical  conclusions 
by  comparing  our  types  with  the  labor-saving  devices 
with  which  practical  industry  has  made  us  familiar. 


m. 

For  our  first  tjrpe  we  may  be  permitted  to  select  the 
one  which  seems  to  present  the  least  number  of  theoret- 
ical difficulties;  that  is,  the  one  in  which  the  smallest 
number  of  changes  is  involved.  We  shall  assume  that 
an  improvement  in  industry  A  lowers  labor  cost  per  imit 
of  phyacal  product,  but  leaves  capital  cost  unchanged.' 

iBmployinc  the  §ymhoiB  of  the  table  of  the  preoedioc  pace,  an  inrentSon  may 
ffjiw— nt  a  eombinatkm  of  lo,  IIo,  Ilia;  another  15.  lie,  Ille,  ete. 

*In  thk  and  the  foQowinc  tsrpee  all  elementt  of  eoat  other  than  labor  and  eap- 
ital  eoet  wOl  be  ignored.  Since  we  are  dealing  here  with  a  problem  in  dynamics, 
h  m  dear  that  by  ignoring  the  distinction  between  land  and  reproducible  capital 
fDoda,  or  by  abstracting  from  the  share  imputable  to  land,  all  our  conclusions 
an  sooewfaat  vitiated.  But  to  eonsider  the  effect  of  a  laboi^«mng  device  upon 
two  factors,  labor  and  artificial  capital,  is  a  sufficiently  complicated  study.  And, 
further,  the  introduction  of  the  thM  factor  would,  in  most  cases,  only  emphasiae 
the  coBduakms  here  reached.  So  far  as  the  writer's  study  has  gone  in  this  diree- 
tton*  the  rsenlt  seemed  to  show  that  by  introducing  the  element  of  land  no  cod- 
\  leached  would  be  subverted. 
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We  shaD  aasume,  further,  that  the  demand  for  the  com- 
modity produced  is  just  elastic  enougji  to  maintain  the 
total  value  product  of  the  industry  unchanged.  Finally, 
we  shall  assume  that  the  conmiodity  is  consumed  by 
capitalists  only. 

From  the  assumptions  that  capital  cost  per  ph3racal 
unit  of  conmiodity  remains  unchanged,  and  that  the  total 
number  of  such  imits  increases,  it  follows  that  capital 
must  be  drawn  into  the  industry.  Consequently,  in  all 
branches  of  production  from  which  this  capital  is  with- 
drawn,— and,  if  we  assume  perfect  fluidity  of  capital, 
this  would  be  in  all  industries  whatsoever, — the  physi- 
cal productivity  of  capital  will  increase  and  that  of  labor 
will  diminish.  In  industries  B  and  C  and  D  a  greater 
share  of  the  products  b,  c,  and  d  will  be  imputable  to 
each  unit  of  capital,  and  a  smaller  share  to  each  imit  of 
labor.  Again,  from  the  assiunption  that  the  total  value 
product  of  industry  A  remains  unchanged,  and  that  a 
greater  share  of  that  product  is  imputable  to  capital,  it 
follows  that  some  labor  must  be  expelled  from  the  indus- 
try. This  labor,  seeking  employment  in  all  other  indus- 
tries, must  lower,  in  those  industries,  the  productivity 
of  labor  and  increase  that  of  capital.  Two  forces,  then, 
are  operating  to  diminish  the  productivity  of  labor.  Two 
forces  tend  to  increase  that  of  capital.  A  dajr's  labor 
will  produce  less  wheat  or  iron  or  cotton  cloth  after  the 
change  has  taken  place  than  it  produced  before.  And, 
since  there  is  no  ground  for  assuming  that  the  exchange 
ratios  of  commodities  other  than  the  product  of  A  have 
changed,  we  may  safely  say  that  a  day's  labor  in  wheat 
production  commands  less  of  every  product,  except  that 
of  A,  than  before.  Now  the  product  of  A,  by  our  third 
assumption,  enters  into  the  consumption  of  capitalists 
alone,  Tlie  laborer's  increased  command  over  that  prod- 
uct is  of  no  importance  to  him.    He  has  lost  in  his  power 
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to  cmnmand  the  necessaries  and  comforts  of  life;  but  he 
has  gained,  say,  in  his  power  to  command  racing  auto- 
mobiles!^ 

Passing  now  to  a  second  type,  we  shall  assume  as  be- 
fore that  capital  cost  per  imit  of  physical  product  and 
total  vahie  product  remain  constant,  but  that  the  com- 
modity produced  enters  exclusively  into  the  consump- 
tion of  laborers.  As  in  the  case  just  treated,  a  imit  of 
labor  produces  less  in  all  industries,  except  the  one  under 
oonaderation,  than  it  did  before  the  change  in  technique. 
As  before,  the  laborer's  power  to  command  all  other  com- 
modities diminishes.  But  this  loss  is  offset  by  his  in- 
creased power  to  command  the  products  of  the  industry 
affected  by  the  change, — industry  B  we  shall  call  it. 
Now  can  we  prove  that  the  loss  is  counterbalanced,  or 
more  than  coimterbalanced,  by  the  gain?  The  problem 
is  difficult,  at  any  rate  for  one  who  is  unable  to  employ 
mathematical  methods  of  analysis;  but,  as  will  appear 
later,  it  is  fundamental  to  the  study. 

In  discussing  the  productivity  theory  of  distribution, 
it  is  usually  most  convenient  to  regard  the  original  in- 
comes of  the  factors  as  values.  Thus  a  certain  part  of 
the  value  of  the  output  of  a  cotton-mill  is  imputable 
to  each  laborer,  another  part  to  each  unit  of  capital. 
But  sometimes  it  is  better  to  go  a  step  farther  back  and 
treat,  as  the  primary  incomes,  the  commodities  pro- 
duced. The  first  form  in  which  a  cotton  operative's 
wages  appear  is  that  of  a  certain  niunber  of  yards  of  cot- 

1  It  18  admitted  that  this  type  would  be  hard  to  discover  in  praotieal  life.  Pro- 
faaeor  Clark  has  pointed  oat  to  the  writer  th*t  any  such  improvement,  though  at 
fint  aifeetinc  only  thooe  products  which  are  oonsnmed  by  the  rich,  will  soon  find 
appHeation  in  the  production  of  commodities  consumed  by  rich  and  poor  alike. 
Tike  justioeof  theoritieiBm  is  obvious.  Jtt  remains  true,  however,  that  a  labor-saving 
device,  so  far  as  its  tendeney  is  to  cheapen  goods  consumed  by  the  wealthier  classes, 
may  tend  to  degrade  the  position  of  labor. 

If  we  sin^  out  a  special  class  of  laborers — s^^.,  the  unskilled:— it  would  not  be 
difl&eolt  to  eonceive  of  types  of  labor-saving  inventions  idiioh  degrade  the  pontion 
of  thatdaas. 
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ton  doth.  From  this  point  of  view  the  primary  wages 
of  all  labor  consist  in  a  heterogeneous  mass  of  commodi- 
ties, some  adapted  for  the  exclusive  consumption  of  lar 
borers,  some  for  that  of  capitalists,  some  neutral,  so  to 
speak.  A  similar  mass  composes  the  primary  income  of 
capital.  The  transformation  of  primary  commodity  in- 
comes into  money  incomes,  and,  finally,  into  "real"  in- 
comes, may  be  regarded  as  the  result  of  a  series  of  exchanges 
among  laborers,  among  capitalists,  and  between  the  two 
classes.  In  the  hsrpothetical  industry  B,  which  produces 
a  commodity  adapted  for  the  consumption  of  laborers 
alone,  the  share  imputable  to  capital  is  secured  by  labor 
through  the  surrender  of  an  equal  value  of  capitalist  or 
neutral  commodities  primarily  imputable  to  labor  in  other 
industries. 

Now  let  us  say  that  before  the  improvement  took 
place  the  total  value  product  of  the  industry  was  4x, 
of  which  X  was  imputable  to  capital,  Zx  to  labor.  Labor, 
as  a  whole,  then,  had  to  surrender  to  capital  a  quantity 
of  other  goods,  imputable  to  labor,  of  the  value  of  x,  in 
order  to  secure  the  product  of  capital  in  industry  B. 
After  the  improvement,  according  to  hypothesis,  the 
value  product  of  the  industry  remains  4x;  but  a  greater 
part  is  imputable  to  capital,  a  less  to  labor.  We  shall 
assume  that  the  proportions  are  reversed,  x  now  being 
imputable  to  labor,  3>x  to  capitaL  To  secure  the  product 
of  capital,  labor,  as  a  whole,  will  now  have  to  surrender 
3x  in  value  of  the  products  of  other  industries;  that  is, 
2x  more  than  formerly. 

While  the  productivity  of  each  unit  of  labor  in  other 
industries  has  declined,  as  we  saw  above,  the  number  of 
such  units  has  increased  through  the  di^lacement  of 
labor  from  B.  There  is,  then,  the  product  of  some  addi- 
tional units  of  labor  to  set  against  the  decline  in  the  prod- 
uct of  each  unit  of  the  whole  woridng  force,  before  we 
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<»n  say  whether  the  aggregate  of  commodities  in  the 
hands  of  laborers,  exclusive  of  the  product  of  B,  has 
diminished  or  increased.  All  depends,  obviously,  on  the 
diape  of  the  curve  of  diminishing  productivity  of  labor. 
If  that  curve  is  very  elastic  (and  experience  would  indi- 
cate that  it  is),  the  aggregate  product  of  labor  may  be 
increased  considerably.  Tlie  labor  displaced  from  in- 
dustry B  had  produced  in  that  industry  a  value  equal 
to  2x.  It  cannot  continue  to  produce  that  amoimt  at 
the  margin  of  industry,  for  this  would  be  the  negation 
of  the  law  of  diminishing  productivity.  But  it  may  pro- 
duce enough  to  increase  the  aggregate  product  of  labor 
by  X  or  x-|-.  Assuming  an  increase  of  x,  that  quantity 
of  value  may  be  r^arded  as  a  partial  offset  to  the  2x  of 
conmiodities  which,  we  saw,  labor  is  now  required  to 
surrender  to  capital,  over  and  above  what  it  formerly 
mtrrendered,  to  secure  the  product  of  capital  in  B.  There 
would  then  remain  a  quantity  of  the  products  of  other 
industries  equal  in  value  to  x,  to  be  surrendered  by  labor, 
which  constitutes  a  net  loss  in  value  incurred  by  labor  as 
a  consequence  of  the  change.  But  the  product  of  B, 
although  still  representing  4x  in  value,  represents  a  great 
increase  in  imits  of  commodity;  in  the  present  case,  a 
threefold  increase.^  Now  it  is  not  at  all  improbable  that, 
although  labor  has  lost  outright  a  quantity  of  other  com- 
modities equal  in  value  to  x,  the  threefold  increase  in 
the  physical  content  of  another  part  of  its  income,  rep- 
resenting 4x  in  value,  gives  more  than  ample  compen- 
sation. Labor  has  lost,  say,  $10,000  worth  of  wheat, 
etc.,  receiving  no  compensation  in  the  form  of  value  in- 
come. But  the  S40,000  it  spends  on  working  jackets 
now  buys  three  times  as  many  as  before.    True,  the  sat- 


'li  was  mwninfiH  that  capital  eoat  remained  oonstaat  per  unit  of  phsreieal 
prodaet,  and  that  the  proportions  of  labor  eoat  to  capital  eoat  ehanged  from  8:1 
to  1:8.  That  is,  before  the  ohange  the  ooet  of  a  unit  of  product  waa  a  +  8a;  after 
the  chance  it  beeomee  a  H-  ia. 
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isfaction  derived  from  each  is  lessened,  but  probably 
not  in  such  degree  that  the  additional  number  of  them 
does  not  more  than  compensate  the  loss  in  wheat. 

The  objection  will  arise:  Why  assume  that  the  product 
of  industries  other  than  B  has  been  increased  to  the  extent 
t  throu^  the  labor  displaced  in  B?  Why  not  assume 
that  the  net  increase  in  product  is  0,  or  — xJ  For  the  as- 
sumption I  have  made  there  is  no  defence  in  pure  reason. 
If  there  is  any  defence  at  all,  it  must  lie  in  our  knowledge 
of  the  actual  shape  of  the  curve  of  diminishing  productiv- 
ity; and  that,  it  must  be  admitted,  is  hazy.  Yet  the  as- 
sumption that  an  additional  imit  of  labor  increases  the 
aggr^ate  product  of  labor  by  only  one-half  the  product 
of  the  unit  which  was  formerly  marginal  would  seem  to 
be  sufficiently  conservative.  But  even  if  the  total  product 
of  labor  in  industry,  exclusive  of  B,  remains  unchanged,  it 
would  still  be  not  improbable  that  labor  had  gained  throu^ 
the  multiplication  of  the  products  of  B. 

Again,  it  may  be  asked,  why  assume  so  great  a  reduc- 
tion in  labor  cost?  If  it  be  assumed  that  the  reduction 
is  less,  it  follows  that  the  displacement  of  labor  is  less, 
and  hence  that  the  loss  in  productivity  in  outside  industry 
is  less.  Any  gain  that  labor  may  receive  through  the  re- 
duction in  labor  cost  wiU  be  diminished  as  the  real  saving 
of  labor  is  diminished;  but  there  is  no  reason  ¥diy  it  should 
disappear.  Conversely,  the  more  pronounced  the  saving 
of  labor,  the  more  important  the  gain  to  labor. 

We  may  now  construct  a  third  type  to  illustrate  the 
effect  of  a  labor-saving  device  in  an  industry  lidiich  pro- 
duces a  conunodity  entering  equally  into  the  consumption 
of  laborers  and  of  capitalists.  As  before,  we  diall  assume 
that  the  value  product  of  the  industry — industry  C,  we 
shaU  call  it — is  4x  before  as  well  as  after  the  change  in 
technique.  Of  this,  as  in  the  preceding  tjrpe,  we  shall 
assume  that  3x  is  imputable  to  labor  before  the  change, 


Digitized  by 


Google 


EFFECT  OF  LABOR-SAVINO  DEVICES    UPON  WAGES  99 

X  after  it.  Before  the  change  took  place,  mnce  capitalists 
consumed  one-half  the  product,  or  2x,  they  must  have 
surrendered  to  labor  commodities  equal  in  value  to  x^  to 
secure  part  of  the  product  of  C  primarily  belonging  to 
labor.  After  the  change,  conditions  are  reversed.  Labor 
is  compelled  to  surrender  x  in  value  of  other  conunodities 
to  capital,  if  it  is  to  continue  consuming  2x  of  the  product 
of  C.  Assuming,  as  before,  that  a  net  increase  of  x  takes 
place  in  labor's  product  of  other  conunodities,  the  value 
loss  to  all  labor  is  measured  by  the  withdrawal  of  the  x 
of  other  commodities  formerly  surrendered  by  capital. 
As  an  offset,  the  2x  of  the  product  of  C  consumed  by 
labor  has  increased  in  its  number  of  physical  units  of 
eonmiodity.  And  this  commodity  gain  is  obviously  just 
half  the  gain  which  appeared  in  the  preceding  type,  al- 
though the  value  loss  to  labor  is  exactly  the  same.  Not 
improbably  the  gain  exceeds  the  loss,  as  measured  in  total 
well-being.  But  there  is  far  less  reason  to  aflSrm  this  than 
in  the  case  of  industry  B  above. 

Putting  together  the  results  of  our  study  of  these  three 
types,  we  may  say  that,  when  the  value  product  and  the 
capital  cost  per  imit  of  product  remain  constant  through 
the  change,  labor-saving  means  a  net  loss  to  labor  when 
the  product  is  one  which  enters  entirely  into  the  consump- 
tion of  non-laborers,  and  most  probably  a  decided  gain 
when  the  product  is  exclusively  adapted  to  the  consump- 
tion of  labor.  There  will  be  a  point  somewhere  between 
these  extremes  where  the  loss  and  the  gain  neutralize  each 
other.  Where  this  will  be,  it  is  impossible  to  say.  Our 
third  type  indicates  that,  when  the  consumption  is  equally 
distributed,  labor  may  very  probably  gain.  The  two  con- 
trolling factors  are  the  ciuves  of  diminishing  productivity 
of  labor  and  of  diminishing  utility.  If  these  are  very 
gradual  in  their  descent,  the  possibilities  of  gain  to  labor 
are  great. 
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In  comparing  these  types  with  real  conditions,  it  is 
obvious  that  a  practical  invention  is  most  likely  to  occur 
in  an  industry  Ijdng  somewhere  between  B  and  C.  The 
demand  for  vast  masses  of  commodities — the  great  stunu- 
lus  to  invention — is  possible  only  in  the  case  of  those  in- 
dustries which  supply  the  needs  of  the  laborer  and  the 
small  capitalist.  So  far  as  this  part  of  our  study  is  con- 
cerned, it  seems  safe  to  regard  the  practical  labor-saving 
device  as  beneficial  to  labor. 


IV. 

We  may  now  extend  our  study  by  discarding  the  as- 
sumption that  capital  cost  per  imit  of  phjrsical  product 
remains  constant.  The  assumption  is  retained,  however, 
that  the  total  value  product  remains  unchanged.  Assume, 
first,  that  capital  cost  per  unit  of  physical  product  dimin- 
ishes. If  capital  cost  and  labor  cost  diminish  in  the  same 
proportion,  neither  will  be  expelled.  The  same  propor- 
tions of  the  total  value  product  of  the  industry  will  be 
imputable  to  each.  If  labor  produced  3x  before,  capital 
X,  the  same  condition  persists  through  the  change.  If, 
then,  the  product  enters  exclusively  into  the  consumption 
of  capitalists,  labor  gains  not  a  whit,  but  loses  no  more. 
If  the  product  is  exdusively  a  laborer's  ware,  labor  gains 
all,  capital  nothing.  For,  as  before,  the  only  use  to  which 
capitdists  can  put  the  z  value  imputable  to  capital  is  to 
secure  other  products  through  exchange,  x  remains  the 
product  of  capital,  and  commands  no  greater  quantity  of 
other  products  than  before. 

If  the  saving  of  capital  is  more  pronounced  than  the 
saving  of  labor,  capital  is  expelled,  labor  drawn  into  the 
industry.  The  whole  argument  of  our  first  type  may  then 
be  employed,  mtUaHs  mtitondis,  to  show  that  labor  gains 
in  every  case,  capital  in  every  case  losing  in  total  value 
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product  and  only  in  some  cases  securing^ 'c(Hiilpen8ati^^ 
through  increased  commodity  income.  If,  on'^Iie  other 
hand,  the  saving  of  capital  is  less  pronounced  than  tbat.of . 
labor,  while  labor  stands  to  lose  in  case  the  product  i^' 
consumed  by  capitalists  alone,  it  loses  less  than  in  t3rpe' 
A,  since  less  labor  is  expelled  from  the  industry  affected 
by  the  change,  less  capital  attracted  to  it,  than  in  the  case 
of  tjrpe  A.  Capital  saving,  attending  labor  saving,  mani- 
festly tends  to  extend  the  range  within  which  hbor  saving 
is  beneficial  to  labor;  and  the  greater  the  degree  of  capital 
saving,  the  wider  that  range/ 

But,  if  we  assume  that  the  diminution  in  labor  cost  is 
attended  by  an  increase  in  capital  cost,  it  is  obvious  that 
the  result  will  be  quite  different.  Labor  was  expelled, 
capital  attracted,  when  capital  cost  per  unit  of  ph3r8ical 
product  remained  constant.  If  we  assume  that  capital 
cost  increases,  it  follows  that  both  expulsion  and  attract 
tion  are  accentuated.  Where  labor  lost  little  before,  it 
now  loses  much.  Where  it  gained  considerably  before,  it 
now  may  gain  nothing:  its  greatest  gains  may  be  reduced 
to  little,  if  the  increase  in  capital  cost  be  great.  Increase 
in  capital  cost,  attended  by  decrease  in  labor  cost,  narrows 
the  range  within  which  labor  may  gain  throu^  labor 
saving.  The  greater  the  increase  in  capital  cost,  the  less 
the  possibilities  of  gain  to  labor;  and  it  is  not  difficult  to 
conceive  a  labor-saving  device  which  may  wreak  injury 
upon  labor,  though  cheapening  the  products  which  la- 
borers consume. 

And  here  it  is  pertinent  to  compare  reality  with  our 
fictitious  constructions.    Which  type  of  invention  are  we 

iCapital-ffmnc  deriew,  though  oomparatiT^  neiJeoted  in  eoonomle  liter*- 
tut*,  an  probably  not  lest  frequent  or  important  than  labor-eavinc  devieea.  Sia- 
pKfifation  of  machinery,  oheapeninc  of  machinery  through  improvementa  in  the 
teehniqioe  of  their  manufacture,  are  proceatee  taking  place  eyennrhere.  In  a  com- 
plete dieeuMJon  of  the  elleot  of  technieal  progreaa  upon  wagta  this  influence  ■hou]4 
reeeire  detailed  consideration;    but  it  enters  only  incidentally  into  the  present 
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piore  likefy!'*Jbo  find, — ^the  one  which  lessens  the  capital 
coeLperijiAt  of  physical  product,  at  the  same  time  reduc- 
jfig^  laibor  cost,  or  the  one  which  increases  capital  cost  ?    The 

/^ter,  at  any  rate,  would  find  it  far  easier  to  cite  instances 

>  of  the  latter  kind. 


The  reader,  no  doubt,  has  found  difficulty  in  suppressing 
his  unpatience  while  perusing  the  foregoing  pages.  It  has 
been  assumed  consistently  that  value  product  has  re- 
mained constant;  but  is  it  not  an  almost  imiversal  law 
that  labor  saving  is  product  multiplying?  I  fancy  that 
most  defenders  of  labor  saving  are  ready  to  rest  their  case 
with  a  study  of  the  results  of  product  multiplication;  and 
by  this,  it  will  be  generally  agreed,  is  meant  the  increase 
in  value  product  as  well  as  in  physical  product.  Accord- 
ingly, we  may  proceed  to  an  examination  of  the  results  of 
product  multiplication. 

In  order  to  mmplify  the  problem  as  much  as  possible, 
I  shall  assume  that  industry  A  of  the  preceding  discussion, 
after  a  period  of  time  in  which  the  value  product  remained 
the  same  as  before  the  improvement  in  technique  took 
place,  undergoes  a  sudden  development,  the  value  product 
increasing  many-fold.  We  may  then  consider  how  far 
this  development  of  the  industry  repairs  the  injiuy  to 
labor  wrou^t  by  the  original  change.  It  is  assumed  as 
before  that  the  capital  cost  per  imit  of  phjrsical  product 
remains  unchang^,  the  labor  cost  alone  decreasing. 

Under  tl^eee  conditions  some  of  the  labor  at  first  expelled 
is  drawn  back  into  the  industry.  Quite  conceivably  the 
amount  attracted  into  the  industry  exceeds  that  originally 
diq)laced;  and  this  withdrawal  of  labor  irom  other  indus- 
tries tends  to  increase  the  productivity  of  labor  in  those 
industries.  But  the  expansion  of  the  industry  we  are 
studying  requires  the  withdrawal  of  capital  also  from  other 
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industries, — a  force  which  tends  to  reduce  the  productivity 
of  labor.  Quite  manifestly  our  problem  requires  a  weigh- 
ing of  the  two  tendencies.  Otherwise  we  have  no  right 
to  aflSrm  anything  at  all  as  to  the  beneficence  of  multipli- 
cation of  product. 

According  to  our  assumption  that,  after  the  improve- 
ment, capital  cost  per  irnit  exceeds  labor  cost,  it  follows 
that  the  expansion  of  the  industry  attracts  more  imits  of 
capital  than  of  labor.  While,  however,  it  may  be  afiBrmed 
that  the  withdrawal  of  a  imit  of  labor  from  the  margin 
tends  to  increase  the  productivity  of  labor,  and  that  the 
withdrawal  of  a  unit  of  capital  tends  to  lower  it,  we  have 
DO  right  to  assume  that  the  withdrawal  of  one  unit  of  each 
leaves  the  productivity  of  labor  unchanged.  If  labor  and 
capital  are  at  present  combined  in  the  average  propor- 
tions of  one  imit  to  ten,  it  would  be  very  unlikely  that  the 
withdrawal  of  one  imit  of  capital  would  diminish  the  prod- 
uctivity of  labor  in  the  same  degree  that  the  withdrawal 
of  one  imit  of  labor  would  augment  it. 

We  may,  however,  assume  that  there  is  some  quantity 
of  capital  the  withdrawal  of  which  will  diminish  the  prod- 
uct of  labor  in  the  same  d^ree  that  the  withdrawal  of 
a  unit  of  labor  will  increase  it.  Call  that  quantity  q.  If 
labor  and  capital  are  combined  in  industry  A  in  the  pro- 
portions of  one  imit  of  labor  to  q  imits  of  capital  (after  the 
invention  has  taken  place),  the  expansion  of  the  industry 
will  be  of  no  positive  advantage  to  labor,  though  of  no 
disadvantage.  For  the  gain  to  labor  in  other  industries 
from  attraction  of  labor  into  A  will  be  exactly  counter- 
balanced by  the  loss  from  attraction  of  capital  into  that 
industry.  The  social  gain  from  an  increased  consumption 
of  the  products  of  A  means  nothing  to  the  laborer,  since, 
it  is  assumed,  the  product  is  designed  for  capitalist  con- 
sumption. If,  however,  labor  and  capital  are  combined 
in  the  proportions  of  one  unit  of  labor  to  one-half  q  units 
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of  capital,  labor  will  gain  more  from  the  attraction  of  labor 
to  A  than  it  loses  from  the  attraction  of  capital.  Product 
multiplication,  in  this  case,  tends  to  undo  the  injiuy  of 
the  original  change;  and  the  greater  the  degree  of  multi- 
plication, the  greater  the  probability  that  the  initial  loss 
to  labor  will  be  transformed  into  a  positive  gain.  C!on- 
versely,  if  labor  is  combined  with  capital  in  the  propoi^ 
tions  of  one  unit  of  labor  to  2q  imits  of  capital,  expansion 
of  the  industry  only  emphasises  the  mischief  originally 
wrou^t  by  the  improvement  in  technique. 

Next  we  may  assume  that  industry  B  of  the  earlier  dis- 
cussion undergoes  expansion.  As  we  left  that  industry 
after  the  improvement  in  technique,  one  imit  of  labor  was 
combined  with  three  of  capital.  Expansion  of  the  industry 
would  attract,  then,  one  unit  of  labor  for  every  three  of 
capital.  Let  this  proportion  represent  one  unit  of  labor 
to  q  units  of  capital.  So  far  as  labor  in  industries  other 
than  B  is  concerned,  the  expansion  of  industry  B  would 
have  no  effect  on  the  productivity  of  each  unit.  A  dajr's 
labor  would  command  as  much  of  every  article  other  than 
the  product  of  B  as  it  did  before.  It  would  command, 
also,  the  same  amount  of  B  as  before  the  expansion.  But 
the  expansion  implies  that  labor  parts  with  a  greater 
quantity  of  the  product  of  other  industries,  in  which  no 
improvement  has  taken  place,  for  a  correspondingly 
greater  amount  of  the  product  of  B  in  which  such  unprove- 
ment  has  taken  place.  Quite  probably,  then,  the  material 
commodities  consumed  by  labor  and  the  real  welfare  of 
labor  have  increased. 

If  we  assume,  however,  that  the  proportion  of  one  imit 
of  labor  to  three  of  capital  represents  one  to  2$,  conditions 
change.  When  capital  and  labor  are  drawn  into  the  in- 
dustry in  these  proportions,  the  withdrawal  of  capital 
from  the  remaining  field  reduces  productivity  more  than 
the  withdrawal  of  labor  increases  it.    Under  such  condi- 
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tions  the  expansion  of  the  industry  reduces  the  command 
ci  labor  over  all  articles  except  the  product  of  B.  Nor  is 
the  command  over  B  increased,  althou^,  as  before,  ex- 
pansion means  a  larger  consumption  of  that  product,  and 
may  mean  a  gain  in  material  welfare  to  the  laborer.  The 
net  gain,  however,  is  manifestly  less  than  in  the  preceding 
case.  And,  if  the  expanding  industry  combines  labor  and 
d^tal  in  the  proportions  of,  say,  one  unit  of  labor  to  lOq 
units  of  capitfid,  the  effect  on  labor  may  well  be  disastrous. 
Obviously,  the  study  of  the  expansion  of  an  industry 
under  the  influence  of  invention  is  merely  one  part  of  the 
general  study  of  the  expansion  of  special  industries  in  its 
effect  on  the  welfare  of  society  and  its  classes;  and  this 
study  must  be  treated  under  the  dynamics  of  consiunp- 
tion.  When  an  industry  expands,  it  must  be  because  of 
such  a  change  in  wants  as  will  make  the  product  of  a  irnit 
of  capital  or  of  labor  in  the  expanding  industry  represent 
a  greater  value  than  a  like  irnit  in  some  other  industry.  It 
is  not  diflScult  to  conceive  of  cases  in  which  the  develop- 
ment of  an  industry  may  injure  one  of  the  factors,  how- 
ever, though  such  development  must  almost  necessarily 
increase  total  human  welfare.  If  the  total  quantity  of 
labor  and  capital  remain  constant,  a  great  increase  in  the 
demand  for  hand-made  lace,  for  example,  would  draw 
labor  away  from  other  industries,  while  leaving  capital 
practically  unchanged  in  those  industries.  Accordingly, 
the  physical  productivity  of  labor  would  increase  every- 
where. Hiat  of  capital  would  diminish  in  every  industry 
except,  perhaps,  in  that  of  lace-making.  Capitalists  would, 
of  course,  receive  partial,  or  perhaps  complete,  compensa- 
tion through  increased  consumption  of  lace.  If  the  com- 
modity had  been  one  not  consumed  by  capitalists,  there 
would  have  been  no  compensation  for  the  capitalist.  Sun- 
ilariy,  we  can  conceive  of  an  industry  in  which  expansion 
lowers  the  product  of  labor  in  general  industry  without 
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offering  any  recompense  in  the  form  of  increased  produc- 
tion of  conmiodities  adapted  for  laborers'  consumption. 

Returning  now  to  the  main  subject,  and  resuming  the 
re  ults  of  this  part  of  the  inquiry,  it  appears  that  the  ad- 
vantage to  labor  of  product  multiplying  is  by  no  means 
certain  and  universal.  Whether  advantages  shall  arise 
or  not  depends  on  the  kind  of  product  idfected  by  the 
expansion,  and  still  more  upon  the  combining  proportions 
of  labor  and  capital  in  the  expanding  industry.  The 
former  consideration  has  already  been  sufficiently  ex- 
ploited. What  we  are  here  interested  in  is  the  question 
whether  a  practical  invention  will  be  most  likely  to  cause 
an  expansion  resulting  in  the  withdrawal  of  labor  and 
capital  from  outside  industry  in  the  proportions  of  one 
to  5,  one  to  j-^,  or  one  to  g-|-.  And,  to  answer  this,  we 
must  first  consider  whether  q  can  be  given  definite  sig- 
nificance. 

A  little  reflection  will  show  that  the  proportion  one 
to  9  is  something  very  near  the  average  in  which  labor 
and  capital  are  combined  in  all  industries.  To  with- 
draw labor  and  capital  from  outside  industries  in  such 
a  way  as  to  leave  the  relative  values  of  the  products  of 
those  industries  unchanged,  a  certain  amount  will  have 
to  be  withdrawn  from  each  industry.  If  the  amounts  of 
labor  and  capital  taken  from  each  industry  are  taken  in 
such  proportions  as  accord  with  the  general  combining 
proportions  in  that  industry,  the  productivity  of  the  re- 
maining units  of  each  agent  remains  unchang^  From 
some  industries  one  unit  of  labor  will  be  withdrawn  to- 
gether with  one  of  capital;  from  others  one  of  labor, 
together  with  ten  of  capital;  and  the  regrouping  in  the 
expanding  industry  will  combine  the  factors  in  about  the 
average  proportions  of  all  industries. 

Then,  to  understand  the  effect  of  the  eiquiDsion  of  an 
industry,  we  have  first  to  consid^  whether  the  industry 
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is  one  in  which  the  proportion  of  labor  to  capital  is  superior 
or  inferior  to  the  average  proportions  throu^out  society. 
Practical  labor-saving  devices  take  place  most  frequently 
in  the  industries  that  are  already  highly  capitalistic,  and 
the  expansion  that  follows  the  introduction  of  such  de- 
vices is  in  effect  the  expansion  of  an  industry  more  than 
ordinarily  capitalistic.  So  far,  then,  the  tendency  of 
practical  product  multiplication  would  appear  to  be  to 
lower  the  productivity  of  labor  in  outside  industries. 
At  the  same  time,  however,  since  the  products  thus  mul- 
tiplied are  most  likely  to  be  such  as  enter  into  the  con- 
sumption of  the  laborer,  a  certain  amount  of  compensa- 
tion is  afforded  through  the  increased  consumption  of 
such  products.  The  d^ree  of  adequacy  or  inadequacy 
of  such  compensation  will  vary  with  specific  cases. 

In  all  the  preceding  discussion  the  effect  of  substitu- 
tion has  been  ignored.  The  cheapening  of  the  product 
of  one  industry  may  lead  to  its  substitution  for  the  prod- 
uct of  some  other  industry.  If  the  value  product  of  the 
industry  affected  by  the  change  is  not  increased,  and  pro- 
ductive agency,  consequently,  is  not  drawn  into  that  in- 
dustry, the  labor  and  capital  that  may  be  driven  from 
some  other  industry  by  the  substitution  of  the  cheapened 
product  must  find  employment  on  the  economic  margin. 
If  the  proportions  in  which  the  expelled  imits  of  labor 
and  capital  were  originally  combined  were  about  the  av- 
erage proportions,  the  productivity  of  units  of  labor  and 
capital  in  general  industry  will  not  be  affected.  If  the 
proportions,  on  the  other  hand,  were  one  to  q —  or  one 
to  g+y  this  secondary  effect  of  an  invention  may  have 
a  decided  influence  in  determining  the  net  effect  of  the 
improvement  in  technique  upon  labor.  The  same  prin- 
dple  will  explain  the  effect  of  the  substitution  of  the 
products  of  an  expanding  industry  for  other  products. 

The  result  of  our  study  may  now  be  summed  up  as 
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follows:  There  is  no  logical  bads  for  the  view  that  every 
labor-saving  invention  must  necessarily  benefit  the  la- 
borer in  the  long  run.  Most  practical  inventions  prob- 
ably do,  owing  to  the  fact  that  most  inventions  cheapen 
products  largely  consumed  by  labor.  Secondly,  there 
is  no  logical  basis  for  the  view  that  product  multipli- 
cation must  necessarily  repair  damage  that  may  be  caused 
by  the  original  displacement  of  labor.  The  beneficence 
or  maleficence  of  product  multiplication  turns  upon  the 
combining  proportions  of  capital  and  labor  in  the  indus- 
try concerned. 

VI. 

But  these  concluaons  are  based  upon  the  assumption 
that  the  total  amounts  of  labor  and  capital  remain  un- 
changed,— an  assumption  similar  to  that  on  which  the 
ancient  argument  for  free  trade,  now  so  widely  discred- 
ited, was  based.  I  have  assumed  that,  when  more  capital 
is  needed  in  an  industry,  it  is  drawn  from  other  indus- 
tries. Would  not  the  results  of  the  study  be  changed  if 
it  had  been  assumed  that  the  capital  required  is  not  so 
withdrawn,  but  comes  from  a  new  source? 

All  depends  upon  the  origin  of  the  new  capital.  If 
it  has  not  been  created  specifically  to  meet  the  need  of 
the  industry  in  which  the  invention  takes  place,  it  makes 
not  the  slightest  difference  whether  that  industry  attracts 
new  capital  or  an  equal  amount  of  old  capital.  With- 
out the  change  in  technique  the  new  capital  would  have 
gone  into  general  industry,  and  would  have  increased 
the  physical  product  of  labor  there.  Its  absorption  by 
the  industry  in  which  the  invention  takes  place  is  no 
less  real  a  loss  to  labor  than  the  loss  labor  would  have 
incurred  if  that  capital  had  distributed  itself  in  other  in- 
dustries, to  be  later  withdrawn. 

But  it  may  be  that  the  capital  has  been  specifically 
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created  to  meet  this  need.  In  practical  life  the  possessor 
of  an  improvement  in  technique  is  often  at  his  wits'  end 
to  secure  capital  with  which  to  exploit  it.  All  that  he 
can  save  from  his  income  is  thus  employed.  His  offer 
of  a  high  rate  of  interest  induces  those  who  trust  him 
to  save  what  they  can.  Thus  new  capital  is  created  ad 
hoc.  Furthermore,  when  once  developed,  a  practical 
invention  creates  a  fund  of  profits  which  is  naturally  em- 
ployed for  further  development.  Thus  the  profits  due 
to  an  invention  are  not  only  the  lure  that  induces  men 
to  make  inventions,  as  Professor  Clark  has  said:  they 
are  also  the  inducement  to  the  formation  of  capital  to 
exploit  an  invention,  and,  to  a  certain  extent,  the  source 
of  such  capital.  The  existence  of  profit,  with  the  con- 
sequent growth  of  capital,  very  probably  renders  ad- 
vantageous to  labor  every  labor-saving  device,  if  a  suffi- 
cient period  is  given  for  adjustment.  But  eliminate 
profit  throu^  improved  financial  methods,  render  it 
easy  to  withdraw  capital  from  established  uses  for  em- 
ployment in  a  new  field,  or  to  divert  the  natural  increase 
oi  capital  from  the  old  fields  to  the  new,  and  it  becomes 
impossible  to  hold  to  the  view  that  labor  saving  is  in- 
variably a  force  making  for  higher  real  wages. 

Alvin  S.  Johnson. 
Columbia  Uiotsbsitt. 
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LABOR  IN  THE  UNITED  STATES. 


Tdb  rise  and  n^id  progress  during  the  past  five  or 
ten  years  of  the  movement  for  the  organization  of  em- 
ployers of  labor  into  strong  associations  having  for  their 
sole  or  primary  purpose  the  treating  with,  or  resistance 
to,  the  claims  of  similar  associations  of  their  employees, 
constitutes  the  latest,  and  at  present  most  significant, 
feature  of  the  labor  movement  in  the  United  States. 
In  the  first  place,  it  indicates  clearly  that  that  move- 
ment is  now  entering  upon  a  new  phase.  In  it  is  foimd 
expression  of  the  tardy  recognition  by  employers  that 
the  trade-imion  movement  comprehends  something  more 
than  a  mere  struggle  for  hi^er  wages  and  shorter  hours; 
that  it  is  based  upon,  and  carries  with  it,  the  effort  to 
change  radically  the  whole  organization  of  industry,  in  so 
far  as  the  important  matter  of  the  method  by  which  the 
relations  of  labor  and  capital,  or  employer  and  employee, 
shall  be  adjusted,  is  concerned. 

The  explanation  why  this  realization  has  come  at  the 
present  time  is  found,  on  the  one  hand,  in  the  great 
growth  in  strength  of  the  trade-union  movement  during 
the  past  few  years,  and  on  the  other  in  the  increasing 
extent  to  which  this  movement  has  laid  emphasis  upon, 
and  given  definite  statement  to,  the  essential  or  funda- 
mental aims  for  which  it  stands.  Again,  it  is  impor- 
tant to  note  that  the  organization  of  employers  into 
associations  of  this  character  is  but  a  logical  step  in, 
and  the  natural  complement  of,  the  trade-union  move- 
ment;  that   the  development  of  such  associations  con- 
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stitutes  an  essential  feature  of  the  latter,  without 
which  it  would  be  impossible  for  it  fully  to  accompUsh 
the  purposes  for  which  it  exists.  The  essence  of  the 
aim  of  trade  imions  is  the  establishment,  by  means  of 
collective  bargains,  of  standard  wages  and  other  condi- 
tions of  employment  that  shall  be  of  general  application 
to  all  establishments  of  a  trade  throughout  a  competing 
district.  This  being  so,  it  is  evident  that  this  aim  can 
only  be  carried  out  where  the  employers  are  in  a  position 
to  act  in  accord  in  treating  with  the  unions.  The  imions 
clearly  recognize  this,  and  notwithstanding  that  the 
associations  of  employers  are  organized  with  the  avowed 
purpose  of  resisting  in  many  respects  their  demands, 
have  welcomed  their  formation  as  being  in  the  direction 
of  the  organization  of  industry  along  the  lines  for  which 
they  have  been  contending. 

Many  other  reasons  may  be  given  why  the  rise  of  these 
organizations  should  be  considered  a  forward  step  in 
the  evolution  of  the  labor  problem.  No  one  can  read 
the  history  of  the  struggle  between  labor  and  capital 
during  the  past  century  and  a  half  without  a  feeling  of 
depression  which  springs  from  his  recognition  of  the  fact, 
now  so  clearly  apparent,  that  much  of  the  trouble  that  has 
occurred  has  been  due  to  the  lack  of  imderstanding  on 
the  part  of  the  employers  of  the  essential  character  of 
the  objects  for  which  the  workingmen  were  contending 
and  the  philosophical  principles  upon  which  the  right  of 
workingmen  to  combine  and  collectively  assert  their 
demands  could  be  defended.  The  general  organization 
of  employers,  their  meeting  in  annual  and  other  con- 
ventions, the  publication  of  oflBcial  journals  devoted  to 
the  discussion  of  trade  union  and  other  labor  matters, 
are  significant  in  that  they  may  almost  be  said  to 
represent  the  first  real  attempt  on  the  part  of  employers 
of  labor  to  arrive  at  an  imderstanding  of  the  basis  upon 
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which  the  trade  union  rests,  and  the  principles  in  accord- 
ance with  which  the  relations  of  capital  and  labor  should 
be  adjusted.  Finally,  in  enumerating  the  important 
features  of  the  employers'  organization  movement,  promi- 
nent mention  should  be  made  of  the  important  service 
that  they  can  render  in  keeping  the  trade  unions  within 
bounds  as  regards  their  demands  and  actions.  There  is 
a  very  real  danger  that,  as  trade  unions  gain  in  power, 
they  will  use  their  strength  to  push  their  demands 
far  beyond  what  can  properly  be  justified.  As  Mr. 
Henry  White,  one  of  the  most  logical  and  acute  rea- 
soners  among  the  labor  leaders,  in  a  contribution  to  the 
Monthly  BvUetin  of  the  National  Civic  Federation  has 
well  put  it: — 

When  actuated  by  a  common  grievance,  they  [the  trade  union- 
ists] appeal  to  the  hi^est  sentiment;  but,  when  they  feel  secure 
in  their  power,  they  are  likely,  unless  oontrdled  by  rare  wisdom, 
to  apply  it  as  ruthlessly  as  the  other  side,  and  the  latter,  hard 
pressed  in  turn,  are  moved  to  make  the  same  appeal  to  justice. 
That  is  human  nature,  and  we  mi^t  as  wdl  be  candid  about  it. 
The  unionist  is  liable  to  seise  his  opportunity,  just  as  the  employe 
has  done,  to  exact  all  he  can  without  regard  to  ultimate  conse- 
quences, and,  when  he  feels  safe,  becomes  deaf  to  all  entreaties. 

Whatever  may  be  our  sympathies  with  the  general  princi- 
ples of  the  trade-imion  movement,  all  must  indorse  the 
statement  of  Mr.  White,  and  recognize  the  desirability 
of  an  organized  resistance  that  will  subject  its  claims  to 
critical  examination  and  keep  its  operations  within  its 
legitimate  sphere.  One  has  only  to  bear  in  mind  the 
claims  and  actions  of  the  trade  unions  in  reference  to 
such  matters  as  restriction  of  output,  limitation  upon  the 
number  of  apprentices,  boycotting,  unlawful  picketing, 
etc.,  to  appreciate  the  need  of  such  organised  and  critical 
opposition. 
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n. 

The  movement  for  the  organisation  of  employers  for 
the  purpose  of  treating  with,  or  opposing,  trade  imions, 
19  one  whose  history  can  be  given  only  in  its  general  out- 
lines. This  is  due  to  the  fact  that  for  a  great  many 
years  employers  in  many  industries  have  had  their  local 
and  national  organizations  for  the  consideration  of  their 
special  trade  interests.  Originally  these  associations  did 
not  include  in  any  way  among  their  functions  that  of 
even  considering,  much  less  of  taking  action  in  relation 
to,  labor  matters.  It  was  inevitable,  however,  that,  as 
the  trade  imions  made  their  demands  upon  employers 
generally  in  a  trade  instead  of  upon  particular  establish- 
ments, the  employers  should  utilize  these  organizations 
for  the  consideration  of  these  demands.  As  the  principle 
of  collective  bargaining  gradually  extended,  many  of 
these  associations  added  to  their  functions  that  of  treating 
with  labor.  It  is  probable  that  at  the  present  time  almost 
every  general  association  of  manufacturers  or  employers 
of  labor  concerns  itself  with  labor  matters  to  a  certain 
extent. 

There  are  many  reasons,  however,  why  these  associa- 
tions for  general  trade  purposes  are  not  well  fitted  for 
the  performance  of  this  particular  duty.  To  accomplish 
this  end,  the  association  should  be  so  conducted  that  its 
officers  should  have  formally  delegated  to  them  adequate 
power  both  to  make  and  enforce  labor  contracts;  and,  if 
it  is  to  be  able  to  do  this,  and  also  to  take  such  further 
action  as  is  necessary  in  order  to  resist  the  improper  de- 
mands of  the  unions  and  protect  its  members  when 
trouble  actuaUy  arises,  the  association  must  have  adequate 
dues  for  the  creation  of  a  defence  fund  and  a  steady  and 
wdl-organized  executive  machinery  comparable  to  that 
possessed  by  the  unions.    This   is  being  recognized  by 
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the  employers,  and  special  organizations  of  employers, 
local  and  national,  that  have  for  their  sole  fmiction  action 
in  relation  to  these  mattere,  are,  therefore,  constantly 
springing  into  existence.  It  is  with  these  associations  that 
the  present  study  is  chiefly  interested. 

Without  attempting  to  give  a  complete  enumeration 
of  the  cases  where  associations  have,  as  their  sole  or  most 
important  fimction,  to  determine  the  conditions  of  labor 
in  the  trade,  the  following  statement  of  the  chief  examples 
where  national  associations  of  employers  take  action 
in  this  respect  will  give  a  general  idea  of  the  extent  to 
which  this  movement  has  advanced.  A  very  early,  pos- 
fflbly  the  earliest  example,  of  the  organization  by  em- 
ployers of  a  national  association  of  this  character  is  that 
of  the  creation  of  the  Stove  Founders'  National  Defence 
Association  in  1886.  Since  its  organization  this  body  has 
contributed  greatly  to  the  maintenance  of  industrial  peace 
in  that  branch  of  the  foundry  industry  having  to  do 
with  the  manufacture  of  stoves  and  fimiaces  by  making 
formal  contracts  with  the  national  unions  of  the  most 
important  classes  of  skilled  employees  of  the  trade, — the 
Iron  Moulders'  Union  of  North  America,  the  Metal 
Polishers',  Buffers',  Platers',  Brass  Moulders',  and  Brass 
Workers'  International  Union  of  North  America,  and 
the  Stove  Mounters'  International  Union  of  North 
America.  The  first  of  these  contracts  was  made  in  1891 
with  the  first-named  of  these  organizations,  since  when 
it  has  been  annually  renewed.  The  success  of  this  effort 
led  to  the  creation  in  1898  of  the  more  comprehensive 
organization  of  employers,  the  National  Founders'  Asso- 
ciation, which,  like  the  stove  foimders,  adopted  the  policy 
of  concluding  collective  labor  contracts  with  the  Iron 
Moulders'  Union.  In  the  same  year,  1898,  the  Dock 
Managers'  Association,  representing  all  the  important 
shipping  interests  of  the  Great  Lakes,  adopted  the  same 
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policy  in  respect  to  the  International  Tiongsboremen, 
Marine  and  Transport  Workers'  Association,  and  annually 
since  then  contracts  have  been  made  r^arding  the  con- 
ditions of  labor  that  shall  prevail  in  that  industry.  The 
fan  of  the  following  year  witnessed  the  organization  of 
the  very  important  National  Metal  Trades'  Association, 
which  idmost  immediately,  or  in  1900,  succeeded  in  con- 
cluding with  the  International  Association  of  Machin- 
ists an  agreement  which  it  seemed,  at  the  time,  would 
furnish  the  means  for  the  adjustment  of  all  troubles  in 
the  machinery  industry.  This  was  followed  by  the  exe- 
cution of  similar  agreements  between  the  American  News- 
paper Publishers'  Association,  a  body  organized  in  1887 
and  incorporated  in  1897,  and  the  International  Typo- 
graphical Union  in  1901,  and  the  International  Printing 
Prrasmen's  and  Assistants'  Union  in  1902.  The  year 
1903  was  marked  by  the  members  of  a  number  of  strong 
national  associations  of  employers  succeeding  in  coming 
to  an  agreement  among  themselves  r^arding  the  policy 
that  they  should  pimsue  towards  labor,  and  in  making 
binding  contracts  relative  to  the  matter  with  national 
associations  of  employees.  Such  agreements  were  thus 
executed  in  that  year  by  the  United  Typothet©  of  Amer- 
ica with  the  International  Printing  Pressmen's  and  Assist- 
ants' Union,  by  the  National  Association  of  Marble  Dealers 
with  the  International  Association  of  Marble  Workers, 
and  by  the  National  Tailors'  Association  with  the  United 
Garment  Workers  of  America.  We  thus  find  at  the  pres- 
ent time  in  the  seven  great  industries  of  stove  and  fur- 
nace manufacturing,  metal  foundry  work,  lake  transpor- 
tation, machine  construction,  publishing  and  printing, 
marble  cuttmg,  and  ready-made  clothing  manufacturing, 
strong  national  associations  of  employers  so  organized  and 
conducted  that  they  have  been  able  to  treat  with  na- 
tional associations  of  employees,  and  conclude  contracts 
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iritli  tim  ktter  reblxw  to  liie  eaEi±ixaB  cf  Ubor  tfaat 
AM  obtein  in  those  iBdasbia.  Tktn  m  TukcB  odier 
tmdai^  foeh  m  dgtf-mikmg.  b«:4  azid  Ax  nnzsi&rt- 
uHni;^  hatHnaldDg,  breving  of  naZi  Bxaccs.  e«c^  where 
mtfAoyen  net,  together  in  deding  wiih  Bi2»:Qil  aasodft- 
ti^>nii  of  empioyeeB,  but  where  thej  hape  K-t  m  jel  de- 
vaiofMxl  equally  strong  aaBociatioikB  to  repraBcnt  them 
in  nDfpitiAting  contnetB.  Although  not  nmtional  in  scope, 
ifMMsiiil  mention  should  also  be  made  of  the  Illinois  Coal 
()\mmU)rn'  Association,  organised  in  1897,  as  that  aaso- 
nlMlkm  may  be  said  to  have  pointed  out  the  way  for 
Urn  organisation  of  many  of  the  national  associations  that 
followiwl.  In  the  building  teades,  also,  notable  im)greBB 
\UiM  \mm  made  in  the  organizatbn  of  emi^oyeis  in  impor- 
iMiit  oiliiM  for  the  purpose  of  bargaining  with  tatde 
unl<inM.  The  New  York  Building  Trades  Employors*  As- 
mooImUoii  was  created  in  1003,  and  has  already  been  very 
luftueiiilliU  in  establishing  some  measure  of  order  in  the 
(OmoM  Umt  had  for  years  existed  in  the  building  teades 
III  Uml  oily, 

T\\^  lUUng  of  these  larger  organizations  of  employers, 
howt^vt^r,  Klvt^s  but  a  very  imperfect  idea  of  the  extent 
Mt  whioh  during  the  past  few  years  employers  have  re- 
«iiUh|  U»  Uio  fi^rnmUon  of  associations  for  the  purpose 
\k\  iv)MH\M^\iuiiv|c  thoir  interests  in  the  determination  of 
Ul^y^i  ^HM^vlKlvMui.  AU  over  the  country  local  associations 
\\nk\s^  MjMUivtf  into  t^xlstence.  This  b  particularly  true 
s<{  S\\\>^  Mu^vvtuutMY.  inm  moulding,  printing,  and  building 
UysUuMU>«*  Ituv^  Kh^  associations  have  assumed  van- 
^^u  \\^\K\\^  \\\  uHvtt  o(4ses  they  are  created  by  the  em- 
(iK^vvv(«  iu  H  |»Hi(k^uUr  trade.  In  others  they  include 
•411  vi^*M^  v4  Oi444jvK\Yvri*  in  the  district  covered,  and  in 
a^ll  \ii\i\^*i  \HMtt^M\A  yniko  iMP^  uot  employears  of  labor,  but 
44^^^  v^^^^km^kI  Vv^  tm\l\»  utvkuv^  or  their  practices,  may  be 
uuauUv44.     i^H^  UUvH^  otv^iiwi  i>i  assoctattons  have  usually 
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taken  the  name  of  ^^Citiiesna*  Alliances/'  and  in  many 
wajrs  may  be  said  to  partake  of  the  character  of  law  and 
order  leagues. 

As  soon  as  the  movement  for  the  formation  of  organ- 
i2atk)ns  of  employers  had  gained  a  certain  headway,  it 
was  but  natural  that  steps  should  be  taken  looking  to  the 
creation  of  a  general  body  through  which  the  movement 
mighty  so  to  speak,  have  a  directing  head.  The  first 
move  in  this  direction  was  taken  by  the  National  Manu- 
facturers' Association.  This  organisation  had  been  cre- 
ated in  1895,  mainly  for  the  purpose  of  building  up  the 
export  trade  in  manufactured  goods  of  the  United  States. 
In  1901  it  broadened  its  scope  by  taking  action  for  the 
purpose  of  defeating  two  labor  measures,  the  eight-how 
and  the  anti-conspiracy  bills,  which  were  then  pending  be- 
fore Ck>ngress.  In  its  annual  meeting  at  New  Orleans  in 
1903  Mr.  David  M.  Parry  made  the  question  of  the  relations 
between  labor  and  capital,  and  particularly  that  of  the 
''open  shop,"  the  leading  topic  by  devoting  almost^  his 
entire  annual  address  to  that  subject.  This  address 
inveighed  against  the  practices  of  trade  unions,  and 
dilated  upon  the  dangers  that  it  was  believed  were  in- 
volved in  the  whole  trade-union  movement  to  such  an 
extent  that  Mr.  Parry  personally,  and  the  National  Man- 
ufacturers' Association  as  a  body,  immediately  became 
in  public  estimation  the  head  of  the  whole  movement 
on  the  part  of  employers  to  organize  for  the  purpose  of 
resisting  trade-union  demands.  While  the  members  of 
the  association  showed  themselves  greatly  interested  in, 
and  in  general  sjmipathy  towards,  the  desire  of  Mr.  Parry 
that  the  association  should  make  the  opposition  of  trade- 
union  demands  one  of  its  chief  aims,  they  were  unwilling 
to  sacrifice  the  other  objects  of  their  organization  by  giv- 
ing too  much  attention  to  this  subject.  It  was  conse- 
quently decided  to  create  a  separate  organization  that 
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should  fill  this  need.  A  (Committee  on  (Constitution  was 
appointed,  which  met  in  July  of  the  same  year  at  Indian- 
apolis, drafted  a  constitution,  and  issued  a  call  to  all 
officers  and  members  of  employers'  associations  and 
citizens^  alliances  to  meet  at  Chicago  on  October  29  for 
the  purpose  of  effecting  a  permanent  organization.  The 
outcome  of  this  latter  meeting  was  the  formation  of 
"The  Citizens'  Industrial  Association  of  America,"  with 
Mr.  Parry  as  its  first  president. 

Although  this  association  was  organized  for  the  spe- 
cial and  sole  purpose  of  imiting  employers  and  em- 
ployers' organizations  into  a  general  body  that  should 
represent  its  members  in  their  opposition  to  trade  unions 
or  trade-union  practices,  its  organization  is  of  such  a 
character  that  it  is  extremely  doubtful  whether  it  can 
entirely  fill  the  needs  of  the  case.  What  is  wanted  is  a 
general  body  that  shall  unite  the  national  and  local  asso- 
ciations of  employers  in  particular  trades,  and  stand  in 
such  relations  to  them  as  the  American  Federation  of 
Labor  does  to  the  national  and  local  unions.  This  the 
Citizens'  Industrial  Association  does  not  do.  Not  only 
is  the  membership  of  the  association  heterogeneous,  in- 
cluding diverse  sorts  of  organizations  and  individuals, 
but  its  objects  are  general  rather  than  specific^  The 
association,  in  fact,  is  but  little  more  than  a  general  or- 
ganization for  carrying  on  a  propaganda  of  certain  prin- 
ciples, and  is  not  at  all  fitted  to  perform  the  technical 
functions  of  the  directing  head  of  associations,  which  are, 
or  should  be,  purely  business  bodies  for  adjusting  with 
analogous  bodies  of  employees  the  conditions  of  labor. 

The  foregoing,  at  best,  has  given  only  the  most  general 
idea  of  the  nature  of  the  associations  of  employers  that 
have  been  organized  and  the  manner  in  which  they  work. 
To  understand  their  real  significance  as  a  part  of  the 
modem  industrial  mechanism  properly,  it  is  imperative 
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that  the  general  considerations  already  given  should  be 
supplemented  by  a  more  detailed  study  of  the  exact 
manner  in  which  these  associations  are  organized,  the 
principles  for  which  they  stand,  and  the  actual  experience 
that  they  have  had  in  attempting  to  put  them  into  prac- 
tice. This  can  best  be  done  by  making  a  selection  of  one 
or  more  of  the  more  important  associations  and  studying 
their  organization  and  history  in  detail.  For  this  purpose 
a  choice  has  been  made  of  the  National  Metal  Trades 
Association,  the  National  Foimders'  Association,  and  the 
Building  Trades  Employers'  Association  of  the  City  of 
New  York,  organizations  that  are  the  most  prominent  of 
the  employers'  associations,  and  have  also  had  imusu- 
ally  instructive  experiences  in  dealing  with  strong  organ- 
isations of  labor. 

III. 

Tlie  National  Metal  Trades  Association  is  composed 
of  the  leading  firms  or  corporations  operating  plants  en- 
gaged in  the  manufacture  of  metal  goods  of  any  kind. 
It  was  organized  by  a  few  manufacturers  in  the  fall  of 
1899  for  the  purpose  of  putting  an  end,  if  possible,  to  the 
frequent  strikes  and  lockouts  with  which  the  machinery 
industry  was  at  that  time  troubled.  It  has  steadily  in- 
creased in  importance,  until,  according  to  the  report  of 
its  conmiissioner  in  1904,  it  embraced,  approximately,  325 
manufacturers  having  in  their  employ  between  40,000  and 
50,000  workingmen,  while  also  having  afl&liated  with  it 
local  associations  with  a  membership  of  approximately  500 
other  manufacturers  employing  from  35,000  to  40,000 
more  employees. 

The  association  had  scarcely  been  organized  when  the 
necessity  for  its  existence  was  clearly  demonstrated. 
Early  in  1900  indications  b^an  to  accumulate  that  the 
machinery  industry  in  the  United  States  might  have  to 
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pass  throu^  the  same  costly  struggle  that  Great  Britain 
experienced  in  1897,— a  struggle  which  at  the  time  seemed 
to  threaten  the  destruction  of  England's  supremacy  in 
that  field.  The  machinists  had  a  strong  and  aggressive 
imion  in  the  International  Association  of  Machinists, 
while  the  employers  were  almost  wholly  without  organ- 
isation. In  1900  this  union  deemed  that  the  time  had 
come  to  enforce  a  more  general  compliance  with  its  es- 
sential demands,  which  included  the  recognition  of  the 
union,  the  employment  of  only  imion  men,  the  adoption 
of  a  nine-hour  day,  and  a  limitation  upon  the  nmnber 
of  apprentices  to  be  employed.  The  movement  was  in- 
augurated at  Cihicago  on  March  1  of  that  year,  compli- 
ance with  these  terms  being  demanded  of  the  machinery 
manufacturers  of  that  city.  The  employers  seem  to  have 
been  taken  more  or  less  by  surprise.  Perceiving  that  the 
movement  was  a  general  one,  they,  however,  promptly 
effected  an  organisation  xmder  the  name  of  the  Cihicago 
Association  of  Machinery  Manufacturers.  This  association 
from  the  start  adopted  a  conciliatory  attitude,  and  made 
various  ineffectual  efforts  to  come  to  an  agreement  with 
the  machinists'  union.  In  the  mean  time  the  strike  had 
spread  to  a  number  of  other  cities;  and  the  National 
Metal  Trades  Association,  which  had  been  organised  the 
year  before,  decided  to  intervene  for  the  purpose  of  se- 
curing, if  possible,  an  adjustment  of  the  difficulty.  On 
March  17  its  officers  had  a  formal  conference  at  Cihicago 
with  those  of  the  International  Association  of  Machinists. 
An  understanding  not  being  reached  at  this  conference,  a 
second  one  was  held  two  weeks  later,  on  March  31.  At 
this  meeting  an  agreement  was  finally  arrived  at.  This 
agreement  was  embodied  in  what  is  known  as  the  ''Chi- 
cago Agreement,"  and  constitutes  one  of  the  most  nota- 
ble agreements  between  organized  labor  and  organized 
capital  that  has  taken  place  in  the  United  States.    It 
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18  drafted  in  the  terms  of  a  formal  contract  between  the 
two  national  associations;  and,  after  indorsing  the  prin- 
ciple of  national  arbitration  in  the  settlement  of  trade 
dispateS;  provides,  as  its  most  important  stipulation,  that 

In  an  pending  diq[>ute8  and  disputes  hereafter  to  arise  between 
members  of  the  respective  organisations — i.e.,  an  employer  and 
his  employees — every  reasonable  effort  shall  be  made  by  the  said 
parties  to  effect  a  satisfactory  adjustment  of  the  difficulty,  failing 
in  which  either  party  shall  have  the  ri^t  to  ask  its  reference  to 
a  committee  of  arbitration,  which  shall  consist  of  the  presidents 
of  the  National  Metal  Trades  Association  and  of  the  International 
Association  of  Machinists,  or  their  representatives,  and  two  other 
representatives  from  eadi  association  appointed  by  the  respec- 
tive presidents.  The  findings  of  this  committee  of  arbitration 
by  a  majority  vote  shall  be  considered  final  as  regards  the  case  at 
issue,  and  as  making  a  precedent  for  the  future  action  of  the  re- 
spective OTganisations. 

This  important  agreement  was  but  a  preliminary  step 
towards  the  settlement  of  the  points  at  issue  between  the 
two  parties.  There  still  remained  the  more  difficult  work 
of  determining  the  actual  conditions  that  should  obtain  in 
the  machinery  trade,  which  was  the  work  of  the  concilia- 
tion or  arbitration  board  provided  for  by  the  agreement. 
This  board  met  for  this  purpose  in  New  York,  May  10 
to  18,  and,  after  considering  with  the  greatest  care  all 
the  elements  involved,  finally  succeeded  in  arriving  at 
a  basis  acceptable  to  both  parties.  This  agreement 
was  set  forth  in  a  set  of  resolutions  that  constituted  a 
real  collective  labor  contract,  in  that  it  provided  not 
merely  for  the  manner  in  which  conditions  of  labor 
should  be  determined,  but  attempted  to  determine  what 
those  conditions  should  be.  This  agreement  was  justly 
hailed  as  one  of  the  greatest  steps  ever  taken  in  the 
United  States  towards  placing  the  relations  of  employers 
and  employees  upon  a  more  satisfactory  basis.    It  was  cer- 
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tainly  a  great  gain  for  organized  labor,  as  it  represented 
the  acceptance  of  a  number  of  the  most  vital  principles 
for  which  it  had  been  contending  for  years. 

Unfortunately,  notwithstanding  this  apparently  satis- 
factory adjustment  of  all  points  of  dispute,  the  whole 
arrangement  broke  down  in  the  short  space  of  one  year. 
The  explanation  of  this  failure  can  be  foimd  in  the  char- 
acter of  the  contract  itself.  The  contract  between  the 
two  associations  provided  that  on  May  20,  1901,  the  nine- 
hour  day  should  be  introduced  in  all  the  shops  of  mem- 
bers of  the  employers'  association.  Nothing  was  said  in 
the  contract  regarding  whether  the  hourly  rate  of  wages 
should  be  changed  so  that  the  workingman  would  con- 
tinue to  receive  the  same  daily  rate  of  wages  as  formerly 
or  not.  About  this  point  it  was  soon  seen  that  the  two 
contracting  parties  were  completely  at  variance.  This 
being  so,  it  would  at  first  seem  that  this  was  a  matter 
that  should  be  settled  by  arbitration,  as  provided  for  in 
the  agreement.  Here,  too,  however,  an  equally  irrecon- 
cilable difference  existed.  The  employers  took  the  po- 
sition that  this  matter  of  adjustment  of  wages  was  a  local 
one  to  be  settled  by  the  individual  shops  or  districts,  while 
the  employees  claimed  that  it  was  an  essential  part  of 
the  national  agreement  and  should  be  adjusted  by  the 
two  national  bodies.  On  these  two  and  other  lesser 
points  a  complete  rupture  ensued.  Strikes  were  again 
inaugurated,  and  this  very  promising  effort  came  to  an 
end. 

It  is  not  necessary  for  our  present  purpose  to  attempt 
to  apportion  the  blame  for  this  failure.  It  is  only  impor- 
tant to  point  out  that  failure  came,  not  because  the  method 
of  collective  bargaining  is  impracticable,  but  because 
this  particular  bargain  did  not  provide  properly  for  con- 
tingencies that  were  bound  to  occur.  To  a  considerable 
extent,  also,  the  lack  of  success  may  be  attributed  to  the 
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fact  that  neither  the  employers  nor  the  employees  were 
sufficiently  educated  regarding  the  principles  that  should 
be  followed  in  concluding  such  a  contract.  The  em- 
ployees insisted  that  the  contract  should  cover  certain 
points  the  determination  of  which  properly  should  lie 
in  the  discretion  of  the  employers,  while  the  latter  possibly 
did  not  appreciate  the  full  weight  of  the  argument  of  the 
employees  that  the  matter  of  hours  of  labor  and  wages 
was  not  wholly  a  local  issue.  In  a  way,  therefore,  it  may 
be  said  that  the  contract  represented  a  step  taken  before 
the  parties  were  fully  prepared  to  continue  it. 

As  a  necessary  result  of  this  failure  both  the  National 
Metal  Trades  Association  and  the  International  Asso- 
ciation of  Machinists  assumed  towards  each  other  a 
different  attitude  from  that  which  they  had  taken  up 
to  that  time.  Their  efforts  to  reach  an  agreement  fixing 
the  conditions  of  emplojmient  in  the  trade  practicaUy 
ceased,  and  the  two  now  are  facing  each  other  more 
or  less  as  hostile  bodies.  The  New  York  agreement 
of  1900,  in  addition  to  being  a  contract,  also  served  in  a 
way  as  a  statement  of  the  position  of  the  parties  repre- 
senting the  matters  in  dispute  and  the  manner  in  which 
future  differences  should  be  adjusted.  On  the  rupture 
of  this  agreement  the  National  Metal  Trades  Association 
deemed  it  desirable  to  formulate  and  make  public  the 
fundamental  principles  upon  which  it  stood,  and  the 
attitude  and  policy  that  it  should  adopt  towards  trade 
tmions  and  labor  problems  generally.  This  it  has  done  in 
a  declaration  of  principles,  adopted  June  18,  1901,  and  in 
resolutions  concerning  apprentices  and  employment  bureaus 
to  be  maintained  by  employers'  associations,  adopted 
May  4,  1903.  The  essence  of  this  declaration  of  principles 
is  contained  in  the  first  section: — 

Since  we,  as  employers,  are  responsible  for  the  work  turned 
out  by   our  workmen,   we  must  therefore  have  full  discretion 
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to  designate  the  men  we  consider  competent  to  perform  the 
work  and  to  determine  the  conditions  under  which  that  work 
shall  be  prosecuted,  the  question  of  the  competency  of  the  men 
being  determined  solely  by  us.  While  disavowing  any  intention 
to  interfere  with  the  proper  functions  of  labor  organisations, 
we  will  not  admit  of  any  interference  with  the  management  of  our 
business. 

The  remaining  sections  but  amplify  and  apply  to  specific 
cases  the  thou^t  here  expressed.  They  declare  that  the 
association  will  not  submit  to  the  principle  of  the  closed 
or  imion  shop,  and  that  it  will  tolerate  no  restriction  upon 
output,  the  number  of  apprentices  and  helpers  that  may 
be  employed,  or  the  kind  of  machinery  and  methods  of 
work.  Strikes  are  disapproved,  the  principle  of  arbi- 
tration is  indorsed,  and  the  members  are  reconmiended 
to  meet  their  employees,  either  individually  or  collectively 
for  the  purpose  of  determining  the  conditions  of  labor 
that  shall  obtain  in  their  shops.  Hours  and  wages  are 
declared  to  be  local  matters  that  should  be  arranged  by 
the  local  association  in  each  district. 

This  definite  statement  by  the  employers  of  their  po- 
sition in  respect  to  the  matters  of  dispute  between  labor 
and  capital  is  in  itself  a  great  gain.  Until  it  had  been 
made,  the  first  essential  did  not  exist  for  securing  any 
settlement  of  matters  in  dispute  that  would  be  perma- 
nent because  based  upon  fundamental  principles  ac- 
cepted by  both  parties.  As  the  position  of  the  workingman 
has  long  been  known,  the  issue  may  now  be  said  to  be 
squarely  joined.  There  consequently  exists  a  basis  for 
discussion,  the  lack  of  which  has  been  the  real  cause  of 
the  faUure  of  past  efforts  to  reach  a  permanent  agreement. 

Having  now  obtained  an  idea  of  the  events  which  led 
to  the  creation  of  this  association  and  its  subsequent  his- 
tory, together  with  its  general  position  in  respect  to  labor 
matters,  and  especially  toward  trade  unions,  it  remains 
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for  US  to  describe  more  particularly  its  technical  organiza- 
tion and  the  means  that  it  has  adopted  for  the  mainte- 
nance of  its  position  as  against  that  of  the  trade  imions 
with  which  it  has  to  contend. 

Tlie  National  Metal  Trades  Association  has  an  excep- 
tionally well  worked  out  scheme  of  organization.  Accord- 
ing to  its  constitution,  as  revised  in  1903,  the  association 
contemplates  having  all  the  metal  manufacturers  organized 
in  local  or  district  associations  which  shall  then  be  aflSliated 
with  the  national  organization.  Until  that  object  is  at- 
tained, however,  provision  is  made  whereby  individual  man- 
ufacturers maybe  directly  aflSliated  with  the  national  body. 
At  the  present  time,  therefore,  the  membership  of  the 
association  consists  of  both  individual  firms  and  local 
associations.  No  local  association  is  admitted  to  member- 
ship imless  it  has  adopted  a  constitution  and  by-laws  in 
conformity  with  those  of  the  national  association.  In 
order  that  the  work  of  the  association  may  be  decentral- 
ized to  a  certain  extent,  the  constitution  provides  that 
the  members  located  in  adjacent  territory  and  having 
common  interests  shall  be  organized  by  the  administrative 
council  of  the  central  body  into  district  associations, 
proper  consideration,  of  coxirse,  being  given  to  the  wishes 
of  the  members  directly  concerned.  Each  of  these  asso- 
ciations has  its  own  officers,  constitution,  and  by-laws, 
which  must  conform  to  those  of  the  national  body  and 
must  hold  each  year  a  convention,  at  which  it  must  elect 
Its  district  committee  of  five  persons.  At  the  present 
time  the  members  of  the  associations  are  grouped  in 
seventeen  such  district  associations.  It  is  the  district 
associations  which  take  direct  charge,  imder  the  direction 
of  the  administrative  council,  of  the  defence  of  the  mem- 
bers in  the  case  of  any  strike. 

The  association  has  the  usual  complement  of  officers, 
elected  annually  by  the  members.    The  voting  power  of 
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members  is  measured  by  the  number  of  their  employees^ 
but  no  firm  can  vote  on  the  basis  of  more  than  five 
hundred  employees.  The  real  direction  of  the  affairs  of 
the  association  is  vested  in  an  administrative  council, 
composed  of  the  president,  first  and  second  vice-presi- 
dents, treasurer,  and  eight  councillors,  elected  every 
two  years  by  the  association  in  its  regular  convention, 
and  a  conmiissioner  appointed  by  the  council.  The  as- 
sociation is  supported  by  initiation  fees  and  r^ular  and 
extraordinary  assessments.  The  initiation  fee  consists  of 
a  payment  by  the  new  member  to  the  reserve  fimd 
of  the  association  of  a  sum  in  such  proportion  to  the 
unexpended  balance  of  this  fund  as  the  nmnber  of 
operatives  employed  by  hhn  bears  to  the  total  num- 
ber employed  by  all  the  members.  Upon  his  resigning, 
he  is  entitled  to  have  refunded  to  him  his  proportion- 
ate share  of  the  balance  of  the  fund.  If  the  member 
so  elects,  he  can  pay  instead  an  initiation  fee  of  $25, 
in  which  case,  however,  he  will  have  no  claim  upon  the 
reserve  fund  upon  his  retiring  from  the  association. 
Assessments  levied  upon  members  must  be  based  on  the 
number  of  operatives  employed  by  them.  The  amoimt 
of  the  regular  assessments  is  determined  by  the  admin- 
istrative council  quarterly,  in  accordance  with  the  needs 
of  the  association,  but  may  not  exceed  20  cents  per  oper- 
ative per  month.  Extraordinary  assessments  may  only 
be  levied  in  cases  of  emergency  and  by  a  two-thirds' 
vote  of  the  administrative  council.  The  funds  of  the 
association  consist  of  a  general  fund,  available  for 
ordinary  expenses,  and  a  reserve  fund,  which  can  be 
drawn  upon  for  defence  purposes  only.  The  reserve 
fund  must  be  invested  by  the  Treasurer,  under  the  direc- 
tion of  the  administrative  council. 

The  essential  aims  of  the  association  are  to  establish 
imity  of  policy  and  action  on  the  part  of  members  in 
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all  matters  that  refer  to  their  contractual  relations  with 
their  employees,  and  to  bring  to  the  aid  of  such  members 
as  are  subjected  to  what  are  believed  to  be  imjust  de- 
mands on  the  part  of  labor  imions  the  full  power  of  the 
whole  association.  The  first  of  these  is  accomplished 
by  the  adoption  of  a  formal  declaration  of  principles  and 
resolutions,  setting  forth  the  position  of  the  association 
on  all  important  points,  and  by  the  incorporation  in  the 
constitution  and  by-laws  of  provisions  by  which  the  mem- 
bers are  ri^dly  bound  neither  to  take  no  action  likely 
to  result  in  a  strike,  nor  to  settle  any  strike  when  it  has 
occurred,  except  upon  such  terms  as  the  association  may 
Improve.  Various  means  have  been  established  whereby 
the  association  lends  its  assistance  to  members  involved 
in  difficulties  resulting  from  their  insistmg  upon  principles 
indorsed  by  the  association.  The  declaration  of  principles 
has  already  been  commented  upon.  In  respect  to  the 
manner  in  which  the  association  shall  proceed  in  attempt- 
ing to  avoid  or  settle  labor  diflFerences,  careful  provision 
is  made  by  the  constitution  and  by-laws.  These  provi- 
sions, describing  the  whole  machinery  by  which  the  asso- 
ciation acts,  are  so  important  that  they  should  be  produced 
in  extenso.    They  read: — 

Whenever  any  disagreement  may  arise  between  any  member 
and  his  employees,  which  is  likely  to  lead  to  collective  action  on 
the  part  of  said  employees,  immediate  notice  thereof  shall  be 
given  in  writing  to  the  commissioner  and  to  the  district  chairman. 
Such  officers  shall  be  further  kept  advised  of  any  new  phase  of 
the  situation  until  such  disagreement  shall  be  adjusted. 

Whenever  a  collective  demand  is  made  by  employees  on  a  mem- 
ber of  this  association,  notice  of  such  demand  in  writing  shall  be 
immediately  sent  to  the  conmiissioner  and  district  chairman; 
and  a  full  account  or  copy  of  such  demand  shall  be  mailed  to  such 
officers.  Whenever  possible,  it  shall  be  insisted  that  such  demands 
shall  be  put  in  writing,  and  a  statement  made  to  those  present- 
ing the  demands  that  a  copy  be  forwarded  to  the  National  Metal 
Trades  Association. 
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No  member  of  the  asBociation  shall,  without  first  submitting 
the  matter  to  his  district  officers,  take  any  action  liable  to  pro- 
voke a  strife,  except  in  cases  of  emergency,  when  he  shaU  at  once 
notify  his  district  officers  of  his  action.  No  member  shall,  with- 
out first  submitting  the  matter  to  his  district  officers,  adjust  with 
his  employees  any  strike  or  difficulty  involving  a  principle  of  local 
or  national  interest.  In  the  conduct  of  labor  diq[>utes,  members 
must  proceed  in  the  manner  set  down  in  the  constitution  and 
by-laws,  or  forfeit  all  ri^ts  to  financial  or  moral  support  from 
this  association,  at  the  discretion  of  the  administrative  council. 

Another  section,  using  practicaUy  the  identical  language 
as  the  last  paragraph  quoted,  further  provides  that  no 
district  shall  take  action  in  reference  to  a  strike  or  its 
settlement  until  the  matter  has  been  submitted  to  the 
conunissioner  for  the  approval  of  the  administrative 
council. 

In  regard  to  aggressive  measures  the  constitution  pro- 
vides that  no  local  lockout  proposed  by  a  district  shall 
be  countenanced  by  the  association  unless  it  is  advised 
by  members  employing  90  per  cent,  of  the  .operatives 
under  the  jurisdiction  of  that  district  and  [has  been 
approved  by  a  two-thirds  vote  of  the  administrative 
council,  and  that  no  general  lockout  shall  be  declared 
except  upon  an  80  per  cent,  vote  of  the  members  assem- 
bled in  an  annual  or  special  convention  at  which  80  per 
cent,  of  the  members  are  duly  represented.  Written 
notice  that  the  question  of  a  general  lockout  is  to  be 
voted  upon  must  also  have  been  mailed  to  each  member 
at  least  two  weeks  prior  to  the  assembling  of  the  con- 
vention. 

In  respect  to  the  second  aim  of  the  association,  the 
assistance  of  its  members  involved  in  labor  difficulties, 
the  association  acts  in  a  variety  of  wsLys.  In  the  first 
place,  it  may  assist  the  member  involved  to  procure 
men  to  replace  those  striking,  or  have  his  work  done 
for  him,  or  directly  grant  to  him  financial  help.     In 
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all  cases  it  undertakes  to  take  such  legal  steps  as  are 
necessary  for  the  protection  of  his  rights,  and  puts  at 
his  disposition  the  services  of  its  commissioner,  and  other 
officers,  to  advise  and  assist  him  in  arriving  at  a  settle- 
ment of  the  difficulty.  In  securing  men  to  replace  strikers, 
the  association  is  not  bound  in  any  case  to  prociu^  more 
than  70  per  cent,  of  the  memb^^'  striking  force.  To 
secure  these,  the  association  is  authorized  to  pay  such 
a  bonus  as  may  be  necessary  in  order  to  obtain  them. 
To  meet  this  demand  for  labor,  the  association,  how- 
ever, places  its  chief  dependence  upon  its  system  of 
local  and  national  employment  bureaus.  All  of  the 
local  metal  trades  associations  have  been  encour- 
aged to  establish  and  maintain  emplojrment  bureaus 
through  which  their  members  can  obtain  employees  with- 
out having  to  resort  to  trade  unions.  In  1904,  accord- 
ing to  a  report  made  to  the  national  association,  such 
bureaus  were  in  active  operation  in  fifteen  cities.  On 
May  4,  1903,  the  national  association  adopted  a  set  of 
Insulations  setting  forth  the  rules  for  regulating  the 
local  employment  bureaus,  and  providing  for  a  national 
onployment  department.  It  would  lead  us  too  far  astray 
from  the  main  purpose  of  this  paper  to  enter  more  fully 
upon  a  detailed  description  of  the  organization  and  work- 
ings of  these  bureaus.  The  reader,  moreover,  will  find 
in  the  resolutions  of  the  Metal  Trades  Association  rela- 
tive to  these  institutions  a  very  clear  statement  of  their 
aims  and  methods  of  work.  Some  fiuther  reference  will 
also  be  made  to  them  in  our  concluding  remarks. 


TV. 

Hie  second  employers'  association  selected  for  special 
description  is  the  National  Founders'  Association.  This 
association  constitutes  another  organization  of  employers 
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created  for  the  sole  purpose  of  treating  collectively  with 
employees  upon  a  national  bads,  and  is  scarcely  second 
in  importance  to  the  National  Metal  Trades  Associa- 
tion, that  has  just  been  considered.  Like  that  asso- 
ciation, it  has  had|  since  its  organization,  to  deal  with 
one  of  the  oldest  and  strongest  national  labor  unions  of 
the  coimtry.  This  is  the  Iron  Moulders'  Union  of  North 
America,  which  was  founded  nearly  fifty  years  ago,  and 
has  long  had  a  reputation  as  one  of  the  best-managed 
unions  in  existence.  Some  idea  of  the  character  and 
strength  of  this  union  may  be  obtained  from  the 
facts  that  it  has  a  membership  of  nearly  seventy  thousand, 
a  reserve  fund  of  several  hundred  thousand  dollars,  that 
it  collects  from  its  members  dues  of  fifteen  dollars  per  man 
per  amuun,  in  addition  to  special  strike  assessments, 
while  its  disbursements  exceed  six  hundred  thousand  dol- 
lars yearly.  Its  journal.  The  Iron  Moulders^  Journal^  is 
one  of  the  best-edited  labor  organs  published  in  the  United 
States. 

The  National  Founders'  Association  was  organized  at 
Cincinnati,  Ohio,  in  1898,  by  some  thirty  foundry  operators, 
who  had  previously  held  a  preliminary  meeting  in  New 
York,  at  which  they  had  agreed  upon  a  general  scheme  of 
organization  and  tentative  draft  of  a  constitution  and 
by-laws.  It  has  steadily  grown  in  importance  imtil  at 
the  present  time  it  embraces  from  four  himdred  to  five 
hundred  members  owning  plants  in  all  parts  of  the  country, 
and  may  fairly  be  said  to  constitute  a  general  national 
organization  of  foimders.  At  the  outset  it  cannot  be  too 
emphatically  stated  that  this  association  was  not  organized 
in  a  spirit  hostile  to  trade  unions,  but,  on  the  contrary, 
represented  the  desire  on  the  part  of  its  organizers  for  a 
body  through  which  equitable  and  proper  relations  might 
be  had  with  such  unions.  The  sincerity  of  the  associa- 
tion in  its  desire  to  establish  satisfactory  relations  with 
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the  employees  of  its  members  through  direct  negotiations 
with  their  organization,  the  Iron  Moulders'  Union  of  North 
America,  is  seen  from  the  fact  that  immediately  after  its 
creation  it  took  up  the  matter  of  formulating  a  general 
agreement  r^arding  the  settlement  of  labor  disputes 
with  that  body.  This  resulted  in  the  adoption  in  1899 
by  the  two  organizations  of  what  was  known  as  the  "  New 
York  Agreement/'  the  language  of  which  is  practically 
identical  with  that  of  the  ''Chicago  Agreement"  entered 
into  between  the  National  Metal  Trades  Association  and 
the  International  Association  of  Machinists  in  1900,  the 
New  York  Agreement,  in  fact,  constituting  the  model 
after  which  the  Chicago  Agreement  was  drafted.  This 
agreement  was  far  from  a  collective  contract  regulating 
the  conditions  of  labor  in  the  foimdry.  It  was  but  the 
egression  of  the  opinion  that  each  organization  recognized 
that  the  other  represented  the  properly  constituted  agent 
for  its  members,  and  that  differences  which  arose  should 
be  adjusted,  if  possible,  by  a  frank  conference  between 
the  representatives  of  the  two. 

The  actual  agreements  regulating  conditions  of  labor 
were  at  that  time  being  made  between  the  individual  em- 
{doyers  and  the  local  unions  of  the  Iron  Moulders'  Union. 
TUs  practice  was  unsatisfactory  both  to  the  National 
Founders'  Association  and  to  the  Iron  Moulders'  Union, 
as  under  it  it  was  impossible  to  work  out  any  consist- 
ent policy  relative  to  labor  contracts.  The  National 
Founders'  Association,  at  its  Detroit  meeting  in  1902,  ' 
accordingly  provided  for  the  appointment  of  a  "Com- 
mittee on  Uniform  Agreements,"  and  intrusted  to  it  the 
task  of  drawing  up  the  form  of  a  general  agreement  that, 
in  the  words  of  the  committee  itself,  "would  carry  with  it 
uniform  conditions,  and  which  could  be  applied  to  every 
locality  under  the  jurisdiction  of  the  National  Founders' 
Association."     The  idea  was  not  that  the  national  agree- 
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ment  should  supplant  the  local  agreement;  but  that  it 
should  express  those  general  conditions  that  should  be 
incorporated  in  all  such  contracts.  At  the  annual  con- 
vention in  November,  1903;  the  committee  reported  the 
draft  of  such  an  agreement.  The  plan  of  a  uniform  agree- 
ment was  theoretically  indorsed,  but  no  form  of  agreement 
was  officially  adopted,  it  being  the  opinion  of  the  members 
that  the  committee  should  continue  its  efforts  to  secure  a 
formal  agreement  that  would  be  acceptable  to  the  moulders' 
union,  as  well  as  the  association.  Unfortimately  for  the 
settlement  of  conditions  in  this  trade,  the  committee  was 
forced  to  report  at  the  convention  in  December,  1904, 
that,  notwithstanding  its  best  efforts,  it  had  been  unable 
to  secure  the  acceptance  by  the  iron-moulders  of  those 
fundamental  principles  which  the  committee  believed  to 
be  essential  features  of  any  proper  agreement  between 
organized  labor  and  capital.  More  than  this,  they  had  to 
report  that,  in  their  opinion,  the  "New  York  Agreement," 
which  had  in  a  way  constituted  a  general  agreement, 
should  be  formally  abrogated  on  account  of  the  extreme 
and  unjust  manner  in  which,  in  its  opinion,  its  provisions 
were  interpreted  by  the  moulders  and  the  failure  of  the 
latter  to  comply  with  its  conditions.  This  unfortimate 
condition  of  affairs,  it  was  believed,  waa  due  wholly  to 
the  character  of  the  officers  who  happened  to  be  in  control 
of  the  moulders'  organization. 

The  association,  accordin^y,  at  its  convention  in  De- 
cember, 1904,  abrogated  the  "New  York  Agreement," 
and,  being  imable  to  secure  a  new  national  agreement 
in  its  place,  formally  adopted  in  its  stead  a  carefully  pre- 
pared programme,  setting  forth  the  policy  of  the  asso- 
ciation in  respect  to  labor  matters,  declaring  that  no  agree- 
ment would  be  recognized  that  was  not  l^sed  upon  that 
statement.  This  statement  of  policy  is  an  exceedin^y 
important  document,  and  gives  in  the  most  concise  and 
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direct  way  the  philosophy,  so  to  speak,  of  a  great  body 
of  employers  regarding  conditions  that  should  prevail 
in  labor  contracts.  As  it  takes  substantially  the  same 
position  as  that  taken  by  the  declaration  of  principles 
of  the  National  Metal  Trades  Association  that  has  already 
been  described,  it  is  not  necessary  to  analyze  its  provi* 
sions  here.  It  enters  into  somewhat  greater  detail  and 
covers  more  points  than  that  declaration. 

An  accoimt  of  the  technical  organization  and  methods 
of  work  of  this  association  can  be  given  in  very  brief 
qpace,  owing  to  the  fact  that  its  organization  and  meth- 
ods are  similar,  in  most  essential  respects,  to  those  of  the 
National  Metal  Trades  Association,  already  described. 
Membership  in  the  association  is  limited  to  persons  or 
finns  engaged  in  the  operation  of  f oimdries  where  castings 
in  iron,  steel,  brass,  or  other  metals,  are  made.  The 
practical  administration  of  affairs  is  vested  in  an  admin- 
istrative council,  consisting  of  the  chairman  and  vice- 
chaimmn  of  each  district,  and  the  president,  vice-presi- 
dent, and  treasurer  of  the  association,  and  a  salaried 
executive  oflScer  known  as  "commissioner,"  who  is  ap- 
pointed by  the  president,  with  the  approval  of  the  ad- 
ministrative coimcil.  Probably  the  most  characteristic 
feature  of  the  organization  of  the  association  is  the  divi- 
sion of  the  coimtry  into  eight  districts,  and  the  election 
by  the  association  of  a  district  committee  of  five  mem- 
bers for  each,  to  have  immediate  direction  over  affairs 
within  its  territory.  The  association  is  thus  not  a  league 
of  local  associations,  but  a  body  in  which  the  individual 
concerns  are  directly  represented.  While  analogous,  this 
system,  it  will  be  observed,  is  not  identical  with  that 
adopted  by  the  Metal  Trades  Association.  The  asso- 
ciation is  supported  by  dues  paid  by  members  in  pro- 
portion to  the  average  niunber  of  moulders,  m9ulding- 
machine  operators,  and  core-makers  employed  by  them, 
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the  amount  of  these  dues  varying  from  twenty  cents  par 
man  per  month,  in  the  case  of  apprentices  and  unskilled 
workmen,  to  forty  cents  per  man  per  month  for  journey- 
men moulders.  In  no  case,  however,  can  the  pajnnent  of 
a  firm  be  less  than  fifteen  dollars  per  month.  These  dues 
were  fixed  at  such  a  rate  as  it  wbs  believed  would,  under 
ordinary  conditions,  permit  a  considerable  portion  of  the 
receipts  to  be  carried  to  a  reserve  fund  upon  which  the 
association  could  draw  when  involved  in  important  labor 
disputes. 

The  investigation  and  adjustment  of  labor  disputes 
constitutes  the  main  object  of  the  association.  In  case 
of  any  difficulty  arising  with  his  labor  force,  it  is  the 
duty  of  a  member  to  report  it  immediately  to  the  com- 
missioner, whose  duty  it  is  to  investigate  the  trouble,  and,  if 
possible,  secure  its  equitable  adjustment.  It  is  expressly 
provided  that  ''no  adjustment  of  any  such  difficulty 
shall  be  made  by  the  commissioner,  or  by  the  member 
involved,  which  shall  not  be  in  full  conformity  with  any 
and  all  agreements  and  obligations  which  may  be  bind- 
ing upon  the  association  at  the  time  of  such  adjustment." 
The  by-laws  fiuther  provide  that. 

By  asking  the  aid  of  the  association,  the  member  places  the 
matter  in  its  charge,  and  binds  himself  to  cany  out  any  decision 
made  by  the  administrative  council  or  those  acting  under  its 
authority;  and,  pending  the  decision  of  the  matter,  he  must  not 
make  any  settlement  or  discharge  the  workmen  witliout  the  con- 
sent of  the  administrative  council. 

Under  this  system  it  does  not  at  all  follow  that  the 
association  will  in  every  case  take  the  side  of  the  employer. 
It  may  find  that  the  member  is  wholly  or  partially  at 
fault,  and  in  such  cases  does  not  hesitate  to  act  accord- 
ingly. Frequently  it  finds  that  the  whole  trouble  is 
largely  the  result  of  a  misunderstanding  or  some  personal 


Digitized  by 


Google 


EMPLOYERS'  ASSOCIATIONS  135 

incident  that  can  be  adjusted  by  a  third  party.  The 
system,  at  any  rate,  insures  that  the  several  members 
win  not  constantly  be  taking  inconsistent  attitudes,  and 
that  fundamental  principles  of  general  applicability  are 
not  violated,  and  the  whole  question  of  the  establishment 
of  proper  relations  between  labor  and  capital  thereby 
made  more  difficult. 

In  aiding  members  while  on  strike,  the  s]rstem  of  the 
association  approximates  pretty  closely  to  that  of  a  mutual 
strike  insurance  institution.  The  by-laws  thus  provide 
that,  when  due  effort  has  been  made  to  secure  the  settle- 
ment of  a  difficulty  and  has  proven  ineffectual,  and  a 
strike  has  followed,  the  administrative  council,  in  its  dis- 
cretion, may  grant  aid  to  the  member  affected:  by  pro- 
curing workmen  for  him  to  the  extent  of  70  per  cent,  of 
his  labor  force;  by  having  the  work  done  for  him  else- 
where to  the  extent  of  70  per  cent,  of  his  recent  output; 
and  by  giving  him  pecuniary  assistance  not  to  exceed  two 
dollars  per  man  per  day,  to  the  extent  of  70  per  cent,  of 
the  average  munber  of  men  employed  by  him.  In  ac- 
cepting aid,  the  member  obligates  himself  to  abide  by  the 
action  of  the  association  in  adjusting  the  difficulty. 

The  National  Founders'  Association,  like  the  National 
Metal  Trades  Association,  has  adopted  the  system  of 
issuing  '^certificates  of  reconunendation"  to  such  em- 
ployees as  prove  themselves  to  be  not  only  satisfactory 
workmen,  but  willing  to  abide  by  the  conditions  that, 
in  the  opinion  of  the  founders,  should  be  a  part  of  the 
labor  contract.  It  also  publishes  a  monthly  periodical, 
entitled  The  Review,  in  which  are  given  tke  current  news 
of  the  association,  an  account  of  labor  difficulties  in  which 
its  members  are  involved,  etc.  Its  most  important  other 
form  of  activity  is  the  policy  which  it  adopted  in  1904 
of  the  association  itself  engaging  a  certain  number  of 
moulders  under  yearly  contracts,  so  as  to  have  them 
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available  to  send  idierever  any  member  has  need  of 
them  on  account  of  the  emjdoyeee  of  his  eetaMirfnnept 
being  on  strike. 


Althou^  the  chief  intent  of  this  paper  is  to  ^ve 
an  account  of  the  movement  for  the  organisation  of 
employers  only  in  so  far  as  that  movement  has  resulted 
in  the  formation  of  national  associations,  an  exception 
should  be  made  in  the  case  of  the  building  trades,  as  here, 
from  the  very  nature  of  the  industry,  the  donunating 
organization  must  necessarily  be  that  of  the  district  or 
city.  As  the  competing  district  in  this  industry  is  local 
rather  than  national,  it  is  manifestly  impracticable  for 
negotiations  with  labor  unions  relative  to  labor  condi- 
tions to  be  intrusted  to  a  national  organization  of  employers 
in  the  same  way  as  in  other  industries,  though  there  may 
be  room  for  such  an  organization  for  certain  general  pur- 
poses. Apart  from  this,  moreover,  the  problem  of  organ- 
ization in  the  building  trades,  both  as  r^ards  employers 
and  employees,  is  in  many  respects  different  from  that 
in  other  industries;  and  the  form  of  organization  that 
has  resulted  presents  a  niunber  of  features  peculiar  to 
itself  and  of  more  than  ordinary  interest. 

The  conditions  that  make  the  problem  of  organization 
in  the  building  trades  of  imusual  difficulty  consist  in  the 
facts  that  so  many  different  but  yet  interdependent 
trades  are  involved;  that  the  workingmen,  instead  of  being 
continuously  employed  by  the  same  masters,  are  con- 
stantly changing  employers;  that  the  number  of  em- 
ployers and  smsJl  shops  is  so  great  that  unity  of  action 
is  difficult  to  secure;  and  that  the  work  is  of  such  a 
character  that  labor  enjoys  a  high  d^ree  of  mobility, 
being  able  with  comparative  ease  to  move  from  place  to 
place  in  search  of  work.    Of  these  the  first — ^that  a  large 
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number  d  trades  have  to  be  dealt  with — ^is  much  the 
most  important.  As  a  consequence  of  these  peculiar 
conditions,  no  industry  has  suffered  more  during  recent 
years  from  labor  difficulties.  In  New  York,  Chicago, 
and  other  important  cities  all  building  operations  have 
repeatedly  been  brought  to  a  practical  standstill.  The 
significant  feature  of  these  disputes  is  that  in  almost  all 
cases  their  causes,  upon  final  analysis,  can  be  directly 
traced  to  lack  of,  or  faulty,  organization.  It  is  for  this 
reason  that  sympathetic  strikes  and  lockouts,  inter- 
union  contests,  etc.,  have  played  such  an  important  r61e. 
While  both  the  employers  and  the  employees  have  their 
(H^anizations  by  trades  in  most  cities,  there  have  been 
lacking  central  organizations  through  which  all  of  these 
bodies  could  be  made  to  act  in  harmony.  The  experi- 
ence of  New  York  City  in  this  respect  is  typical;  and  the 
history  of  the  events  of  the  past  two  or  three  years,  which 
have  led  up  to  the  correction  of  this  defect  by  the  crea- 
tion of  strong  central  organizations  to  represent  the 
employers  and  employees  of  all  the  building  trades,  is 
well  worth  brief  description. 

.  For  a  nmnber  of  years  prior  to  1902  the  thirty  odd 
trade  unions  of  the  building  trades  were  grouped  into 
two  general  bodies, — ^the  Board  of  Delegates  and  the 
Building  Trades  Council, — ^which  were  unfriendly  to 
each  other.  Roughly  speaking,  the  former  represented 
the  outside  trades,  and  the  latter  the  trades  calling  for 
work  inside  of  houses.  The  disputes  between  these  two 
organizations  occasioned  great  hardships  to  builders. 
After  repeated  failures  the  attempt  to  amalgamate  them 
was  at  last  successful,  the  two  being  merged  on  March 
11,  1902,  mto  the  "United  Board  of  Building  Trades." 
This  board,  by  the  terms  of  its  organization,  constitutes 
a  body  the  fimctions  of  which  are  to  adjust  differences 
that  may  arise  between  the  trade  unions  representing  the 
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workingmen  in  the  di£Ferent  branches  of  the  building 
trades,  and  to  insure  that  no  union  shall  be  able  to 
involve  other  unions  in  a  dispute  until  the  groimd  for 
such  action  has  been  carefully  investigated  by,  and  re- 
ceived the  approval  of ,  the  United  Board.  The  individ- 
ual unions  are  allowed  to  adjust  their  differences  with 
employers  as  they  deem  best,  but  the  assistance  of  other 
unions  can  be  only  demanded  by  bringing  the  matter 
before  the  board,  and,  after  it  is  so  brought,  the  decision 
of  the  board  must  be  rigidly  adhered  to.  In  this  way 
very  many  ill-advised  and  unreasonable  demands  are 
checked  that  formerly  would  have  led  to  strikes.  The 
greatest  service  of  the  board,  however,  lies  in  its  settlement 
of  the  frequently  occurring  disputes  between  unions  rela- 
tive to  their  respective  jurisdictions.  In  this  respect  the 
board  performs  for  the  building  trade  unions  the  same 
function  as  that  performed  by  the  American  Federation 
of  Labor  on  a  larger  scale  for  the  entire  coimtry.  The 
board  itself  makes  no  agreement  with  emplojring  builders, 
this  being  left  to  the  individual  unions  to  take  up  with 
the  corresponding  associations  of  employers  in  their  trades. 
The  employers  in  the  building  trades  were  a  year  be- 
hind the  workingmen  in  coming  to  a  realization  of  the 
advantages  offered  by  the  possessbn  of  a  single  central 
body  that  could  act  for  them  all  collectively.  Like  the 
employees,  the  masters  in  each  trade  had  their  own  spe- 
cial organizations,  but  until  1903  little  or  no  effort  was 
made  to  establish  permanent  relations  with  each  other. 
The  relations  between  the  building  contractors  and  their 
employees  represented  by  their  unions,  however,  became 
so  intolerable  that  the  former  at  length  saw  that,  without 
united  effort  for  the  protection  of  their  interests,  they 
would  have  to  make  a  complete  surrender  to  the 
unions  or  look  forward  to  an  indefinite  continuance 
of  chaotic  conditions.    They,  accordingly,  in  May,  1903, 
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succeeded  in  effecting  an  organization  under  the  name 
of  ^The  Building  Trades  Employers'  Association  of  the 
CSty  of  New  York."  The  constitution  of  this  association 
provides  for  four  classes  of  members:  represented  mem- 
bersy  consisting  of  persons  or  firms  holding  membership 
in  any  employers'  association  represented  on  the  Board 
of  Governors;  individual  members,  consisting  of  persons 
or  firms  actively  engaged  in  building  operations  in  the 
city,  and  not  members  of  such  employers'  associations; 
associate  m^nbers,  consisting  of  persons  or  firms  engaged 
directly  or  indirectly  in  building  operations  in  the  city, 
but  not  eligible  as  represented  or  individual  members, 
such,  for  example,  as  selling  agents  for  materials;  and 
honorary  members,  consisting  of  the  commissioners  or 
superintendents  of  the  departments  of  the  city  of  New 
York  connected  with  the  building  industry.  The  first 
two  classes  only  are  entitled  to  vote  at  meetings  or  be 
represented  on  the  Board  of  Governors.  The  fimds  of 
t}^  association  are  derived  from  initiation  fees,  dues, 
fines,  etc.  The  initiation  fee  consists  of  $25  for  each 
represented  member,  payable  by  his  association;  S50 
for  each  individual  member;  and  $25  for  each  associate 
member.  The  annual  dues  are  $40  per  member.  If 
an  individual  member  is  eligible  to  membership  in  one 
of  the  aflSliated  employers'  associations,  he  must  pay  the 
initiation  fee  and  annual  dues  as  if  he  belonged  to  such 
association  in  addition  to  his  payments  as  an  individual 
member. 

Although  provision  is  made  for  a  president,  vice-presi- 
dent, secretary,  etc.,  the  real  government  of  the  associa- 
tion is  vested  in  a  board  of  governors,  consisting  of  three 
representatives  from  each  of  the  thirty  employers'  asso- 
ciations that  had  united  to  f oimd  the  association,  and 
of  such  other  associations  as  might  afterwards  be  admitted. 
On  this  board  the  representatives  of  each  employers' 
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association  are  entitled  to  one  vote  for  every  five  of  its 
members  in  good  standings  such  vote,  however,  to  be  cast 
as  a  unit.  Some  idea  of  the  powers  of  this  board  may 
be  gathered  from  the  following  statement  of  its  duties, 
as  emunerated  in  the  constitution  of  the  association: — 

Tlie  Board  of  Govemors  ahall  have  power  to  decide  all  contro- 
versies, difficulties,  and  differenoes  arising  between  the  members 
of  this  association  and  their  employees;  to  determine  and  regulate 
the  conduct  of  the  members  of  this  association  rdative  to  sudi 
oontroversieSi  difficultieSi  and  differenoes,  and  to  decide  all  dis- 
putes and  disagreements  arising  between  emj^oyers'  associations 
represented  on  the  Board  of  Governors  and  emplojrees'  associa- 
tions. Also  all  controversies,  difficulties,  and  differences  arising 
between  the  different  emplojrers'  associations  represented  on  the 
board;  to  determine,  regulate,  and  control  the  conduct  of  sudi 
employers'  associations  rdative  to  such  disputes,  difficulties,  and 
differences,  and  generally  to  determine,  regulate,  and  control  the 
conduct  of  the  members  of  this  association  and  the  emplo3rer8' 
associations  represented  on  the  board  in  all  matters  pertaining 
to  their  relations  with  their  employees,  or  in  any  and  all  matters 
affecting  the  building  industry,  the  business  interests  in  such 
building  industry  of  the  members  of  this  association,  and  for  this 
purpose  to  make  general  rules  and  regulations,  provided,  how- 
ever, that,  when  the  controversy,  difficulty,  or  difference  exist- 
ing affects  members  of  only  one  emplojrers'  association  repre- 
sented on  the  Board  of  Governors,  the  Board  of  Govemors  shall 
take  no  action,  except  upon  the  request  of  the  govemors  of  the 
association  in  which  the  difficulty,  difference,  or  controversy  ex- 
ists. They  shall  have  power  to  delegate  any  or  all  of  their  powers, 
excepting  the  imposition  of  penalties,  to  conmiitteee.  The  deci- 
sions, orders,  prohibitions,  and  regulations  of  the  Board  of  Gov- 
emors shall  be  final  and  obligatory  upon  each  and  every  member 
of  this  association,  and  shall  be  complied  with,  obeyed,  and  ob- 
served in  good  faith  by  every  such  member. . . .  Where  the  ques- 
tion of  ordering  a  cessation  or  resumption  of  work  by  any  or  all 
of  the  members  of  the  association  is  before  the  board,  represen- 
tatives from  not  less  than  75  per  cent,  of  the  associations  repre- 
sented on  the  board  shall  constitute  a  quorum;  and,  to  order 
a  cessation  or  resumption  of  work,  at  least  four-fifths  of  the  vote 
must  be  in  favor  of  such  an  order. 
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It  will  be  seen  from  this  statement  that  the  individual 
employers'  associations  have  taken  the  radical  step  of 
subjecting  themselves  almost  absolutely  to  the  decision 
of  die  general  association  in  respect  to  all  matters  having 
to  do  with  labor  disputes^  when  such  disputes  can  in  any 
manner  affect  any  branch  of  the  building  trade  other  than 
their  own.  Much  the  most  significant  and  characteris- 
tic feature  of  this  whole  system,  however,  is  the  means 
that  is  provided  to  insure  compliance  on  the  part  of  the 
members  of  the  association  with  the  latter's  orders. 
This  consists  in  the  obligation  of  each  represented  and 
individual  member  to  furnish  a  bond  with  the  National 
Surety  Company  of  New  York  as  surety,  in  an  amount 
to  be  determined  in  each  case  by  the  association,  that 
an  of  the  latter's  orders,  decisions,  and  regulations  will 
be  rigidly  complied  with.  This  bond,  in  the  form  adopted 
by  the  association,  is  what  is  known  as  one  for  liquidated 
damages;  that  is,  one  where  no  proof  of  damages  has  to 
be  fiunished,  the  full  amount  becoming  payable  merely 
upon  the  Board  of  Governors  declaring  that  the  condi- 
tions of  the  bond  have  in  any  way  been  violated.  The 
Board  of  Governors  is,  f luthermore,  given  power  to  impose 
fines  and  penalties  upon  members  for  cause. 

Immediately  upon  its  organization  the  new  associa- 
tion undertook,  in  conjunction  with  the  representatives  of 
the  labor  unions,  to  formulate  a  statement  of  the  general 
principles  that  should  govern  both  parties  in  the  deter- 
mination of  labor  conditions  and  the  adjustment  of  dis- 
putes. In  this  effort  success  was  not  at  first  obtained. 
The  association,  in  order  to  bring  the  unions  to  terms, 
thereupon  inaugurated  a  general  lockout  which  almost 
stopped  building  construction  work  in  the  city  of  New 
York  diuring  several  months  of  the  year  1903.  This  lock- 
out was  terminated  by  the  unions  practically  accepting 
all  the  demands  of  the  builders'  association.    The  essential 
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feature  of  these  demands  was  the  acceptance  of  a  scheme 
for  the  arbitration  of  all  disputes  wluch  had  been  pro- 
posed by  the  builders.  This  scheme  was  accepted  at  a 
conference  between  the  Board  of  Governors  of  the  Build- 
ing Trades  Employers'  Association  and  the  representatives 
of  the  labor  unions  held  on  July  3^  1903.  Probably  the 
most  important  provisions  of  the  plan  thus  adopted  are 
those  known  as  Sections  8  and  15,  which  provide,  re- 
spectively, that 

The  unions,  as  a  whole  or  a  sin^e  union,  shall  not  order  any 
strike  against  a  member  of  the  Building  Trades  Employers'  As- 
sociation, coUectiyeiy  or  individually,  nor  shall  any  number  of 
union  men  leave  the  works  of  a  member  of  the  Building  Trades 
Emplojrers'  Association,  nor  shall  any  member  of  the  Building 
Trades  Employers'  Association  lock  out  his  emplojrees,  before  the 
matter  in  dispute  has  been  brou^t  before  the  General  Arbitra- 
tion Board, 

and 

The  members  of  this  association  agree  to  employ  members  of 
the  trade  unions  only,  directly  or  indirectly,  when  parties  to  this 
agreement.  It  is  understood,  however,  that  in  any  case  where 
a  trade  union  b  unable  to  provide  sufficient  workmen  the  em- 
plojrer  or  employers  in  that  trade  may  hire  workmen,  not  mem- 
bers, who  shall  become  members  of  the  union,  if  competent.  That, 
after  the  date  of  the  signing  of  this  agreement,  no  imion  shall 
become  a  party  to  this  agreement  without  the  consent  of  the 
Executive  Conmiittee. 

The  importance  of  the  first  of  these  sections  as  a  means 
for  preventing  sjrmpathetic  and  imnecessary  strikes  needs 
scarcely  to  be  pointed  out.  The  second  merely  affirms 
a  practice  that  the  members  of  the  Building  Trades  Em- 
ployers' Association  were  already  pretty  generally  fol- 
lowing. It  only  remains  to  note  that,  imder  the  scheme 
of  organization  of  employers  and  employees  that  has 
been  described,  the  function  of  making  the  actual  labor 
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contract  still  properly  rests,  as  in  the  past,  with  the  organ- 
isation of  ^nployers  and  trade  unions  for  each  branch 
of  the  building  trade,  while  the  r61e  of  the  central  asso- 
ciation lies  in  determining  only  the  general  conditions 
that  ehsJl  be  met  in  acting  where  more  than  one  trade 
is  affected,  and  in  serving  as  a  higher  court  for  the  adjust- 
ment of  disputes  that  cannot  be  settled  effectively  by  the 
subordinate  associations  and  unions.  Thus  far  there 
can  be  no  doubt  that  perfecting  the  organization  of 
both  parties  has  contributed  powerfully  to  the  mainte- 
nance of  peace  in  the  trade.  That  it  represents  the  final 
step  in  the  evolution  through  which  the  movement  has 
been  passing  is  hardly  likely. 

VI. 

Tlie  forgoing  account  of  the  National  Metal  Trades 
Association,  the  National  Founders'  Association,  and 
the  Building  Trades  Employers'  Association  of  the  City 
of  New  York,  is  of  interest,  not  merely  as  showing  the 
organization  and  methods  of  work  of  these  particular 
bodies,  but  as  pointing  the  lines  along  which  the  whole 
movement  for  the  organization  of  employers  is  proceeding. 

As  r^ards  methods,  it  is  interesting  to  note  to  how 
large  an  extent  the  employers'  associations  have  profited 
by  the  experience  of  the  trade  unions,  and  have  copied 
the  means  of  action  developed  by  them.  Almost  every 
important  feature  of  trade-imion  organization  finds  its 
counterpart  in  the  employers'  organizations.  Each  at- 
tempts rigidly  to  control  the  action  of  its  members  in 
respect  to  the  inauguration  or  settlement  of  trade  dis- 
putes. Each  has  its  defence  fund,  and  aids  financially 
and  in  other  ways  the  member  involved  in  a  dispute  re- 
sulting in  a  cessation  of  work.  While  the  trade  union 
seeks  to  limit  the  opportunities  for  emplojnnent  to  a  body 
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of  men  professing  its  principles,  the  employers'  organ* 
isation,  through  its  emplojonent  and  registration  sys- 
tems and  the  giving  of  certificates  of  recommendation, 
attempts  to  secure  another  labor  force  that  will  make 
it  independent  of  such  \mion  labor.  Just  as  the  unions 
also  have  found  it  necessary  to  employ  salaried  business 
agents,  or  ''walking  delegates/'  as  they  were  formerly 
more  usually  called,  so  the  employers'  oi^ganizations  have 
their  commissioners  with  analogous  functions. 

Of  these  different  means  of  action,  the  only  ones  which 
call  for  further  description  or  special  consideration  are 
those  of  the  labor  bureau  and  the  certificate  of  recommenda- 
tion. The  importance  of  these  two  devices  does  not  lie  in 
the  fact  that  they  are  part  of  the  machinery  for  arriving  at 
an  equitable  adjustment  of  labor  conditions,  but  that  they 
are  rather  the  offensive  weapon  by  use  of  which  the  em- 
ployers' associations  hope  to  be  able  to  coimteract  and  de- 
feat the  influence  of  the  trade  \mions.  Especially  is  it 
upon  them  that  chief  reliance  is  placed  by  employers  in 
their  fight  against  the  union  shop.  The  labor  bureaus, 
as  organized  and  conducted,  combine  two  functions, — 
those  of  an  emplojonent  and  a  registration  bureau.  As 
the  first,  there  can  be  no  doubt  that  these  bureaus  can 
perform  a  valuable  service  to  the  employers,  and,  if  not 
run  in  a  too  hostile  spirit  to  trade  unions,  to  the  work- 
ingmen  as  well. 

It  is  in  the  second,  or  registration,  feature,  however, 
that  the  trade  imionist  sees  the  chief  menace  to  the  suc- 
cess of  his  aims.  This  feature,  as  found  in  the  better 
organized  biu-eaus,  comprehends  the  maintenance  of 
an  elaborate  and  complete  card  record  system  by  which 
the  name,  address,  trade,  place  of  previous  emplojonent, 
reason  for  leaving  such  emplojrment,  record,  etc.,  of  not 
only  every  applicant  for  work,  but  of  every  employee 
of  the  members  of  the  association,  can  be  known  at  a 
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moment's  notice.  This  record  is  kept  to  date  by  em- 
ployers making  returns^  on  cards  provided  for  that  pur- 
pose, of  all  changes  made  in  their  labor  force,  and  the 
reason  for  such  changes.  The  bureau,  therefore,  acts  as  a 
central  office  for  the  keeping  of  the  records  of  all  employees 
of  the  members,  whether  they  are  obtained  throi^  the 
bureau  or  not.  It  needs  hardly  to  be  said  that  an  insti- 
tution of  this  kind,  by  relieving  employers  of  the  diffi- 
cult task  of  passing  upon  applicants  for  work  and  of  find- 
ing men  with  the  qualifications  desired,  can  render  a  very 
valuable  service  to  employers,  and  in  a  way  may  be  said 
to  fill  a  real  want.  At  the  time  it  should  be  noted  that 
such  an  institution,  taken  in  connection  with  the  system 
of  issuing  certificates  of  recommendation  to  those  em- 
ployees who  have  not  rendered  themselves  obnoxious 
to  their  employers,  can  very  easily  be  an  instrument  of 
extreme  injustice  or  oppression.  Thus,  for  example, 
it  could  be  so  administered  that  a  person  discharged  by 
an  employer  might  practically  be  put  in  a  position  where 
it  would  be  impossible  for  him  to  obtain  employment 
elsewhere  in  his  residence  town.  Particularly  would 
this  be  so  if  the  main  purpose  of  the  creation  of  the  bureau 
was  that  of  hostility  to  trade  unions  and  as  a  means  of 
crushing  them  out.  If  it  was  so  conducted  that  an  em- 
ployee participating  in  a  strike  would  in  effect  be  black- 
listed by  other  employers,  all  of  the  recognized  evils  of 
the  black-list  would  be  present  in  the  most  aggravated 
form. 

In  the  preceding  pages  the  attempt  has  been  made  to 
give  both  a  detailed  description  of  certain  typical  organ- 
isations of  employers  and  to  comment  upon  those  features 
which  are  general  to  the  whole  movement.  This  detailed 
consideration  was  necessary  in  order  that  the  real  char- 
acter of  the  movement  might  be  understood.  The  value 
of  such  a  study  would  be  largely  lost,  however,  if  no 
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effort  were  made  to  point  out^  as  definitely  as  our 
knowledge  will  permit^  the  fundamental  significance  of 
the  movement  as  a  part  or  feature  of  the  evolution  through 
which  the  organization  of  industry  is  now  passing,  and 
what  are  the  lines  along  which  it  will  probably  run  in  the 
future.  The  fact  that  stands  out  most  clearly  from  this 
study  is  that  employers'  associations,  to  perform  their 
special  function  of  dealing  with  labor  properly,  must  be 
organized  along  trade  lines,  and  that  a  place  must  be 
foimd  in  their  scheme  for  both  local  and  national  bodies. 
It  would  seem  that  logically,  as  in  the  case  of  trade  unions, 
the  administrative  imit  should  be  the  local  association, 
and  that  the  national  body  should  represent  a  federation 
of  the  former,  though  having  sufficient  power  to  compel 
the  locals  to  abide  by  its  decisions  on  important  points. 
The  National  Metal  Trades  Association  approximates 
pretty  closely  to  this  scheme  of  organization.  Under 
this  system  there  is  also  room  for  district  associations, 
in  order  to  enable  local  associations  in  the  same  general 
trade  district  to  act  together  in  respect  to  matters  per- 
taining especially  to  their  territories. 

As  the  movement  advances,  while  the  principles  that 
should  control  in  determining  the  scheme  of  organiza- 
tion will  become  clearer,  the  practical  problems  to  be  met 
will  undoubtedly  become  more  complex  and  difficult 
of  solution.  These  difficulties  will  be  especially  evident 
where  an  employer  is  engaged  in  different  lines  of  work, 
and  it  becomes,  consequently,  necessary  for  him  to  act 
with  and  through  a  niunber  of  organizations,  and  to  have 
contractual  relations  with  various  labor  unions.  The 
necessity  that  has  abeady  been  pointed  out  for  a  more 
satisfactory  general  association  or  federation  of  employers' 
associations  in  all  branches  of  industry  after  the  general 
model  of  the  American  Federation  of  Labor  will  thus 
become  increasingly  apparent. 
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When  this  degree  of  organization  is  reached,  there 
will  then  be  in  existence  bodies  through  which  both  em- 
ployer and  employees  can  authoritatively  express  their 
attitudes  towards  matters  in  which  both  are  mutually 
interested.  Instead  of  the  issue  being  joined  in  individ- 
ual shops,  or  even  in  individual  trades,  with  the  certainty 
that  there  will  be  no  uniformity  or  consistency  in  the  deci- 
sions arrived  at,  a  mechanism  will  be  in  existence  whereby 
the  matters  in  dispute  can  be  considered  from  the  stand- 
point of  the  principles  that  should  govern  generally  in 
the  adjustment  of  the  relations  between  labor  and  capital. 
It  is  scarcely  necessary  to  emphasize  the  supreme  im- 
portance of  arriving  at  this  condition  of  affairs.  Until 
it  is  reached,  until  the  principles  upon  which  action 
should  be  based  are  determined,  nothing  approaching 
general  industrial  peace  is  possible.  Without  it  all  con- 
ciliatory adjustments,  arbitration,  etc.,  are  but  temporary 
makeshifts.  This  can  be  clearly  seen  in  the  failure  of  the 
efforts  of  the  two  national  associations  that  have  been 
considered  to  reach  a  permanent  agreement  with  the 
corresponding  trade  imions  of  their  respective  industries, 
notwithstanding  that  their  efforts  were  inaugurated  in 
such  a  thorou^y  tolerant  and  well-intentioned  manner. 
Hie  moral  of  the  whole  history  is  that  as  yet  both 
labor  and  capital  have  devoted  their  attention  to  attempts 
to  settle  immediate  diflBculties  rather  than  to  examine 
exhaustively  the  principles  that  under  modem  conditions 
should  govern  their  relations  with  each  other,  or,  to  ex- 
press it  otherwise,  to  study  and  make  up  their  minds  re- 
garding what  may  be  called  the  philosophy  of  the  question. 
Until  that  is  done  and  an  approach  to  concord  regarding 
such  principles  is  reached,  no  efforts  can  be  productive  of 
more  than  temporary  or  partial  results. 

In  conclusion,  several  possible  far-reaching  conse- 
quences of  this  movement  for  the  organization  of  both 
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classes  of  industrial  workers  should  at  least  be  mentioned. 
In  the  first  place,  it  should  be  noted  that  one  fundamental 
outcome  of  the  movement  is  the  great  advance  which  it 
represents  towards  status,  or  fixity,  of  conditions.    The 
character  of  industrial  organizations  and  the  conditions 
\mder  which  the  different  factors  of  production  will  give 
their  co-operation  in  the  production  of  wealth  is  being 
determined  and  enforced  in  a  general  or  comprehensive 
manner,  in  much  the  same  way  as  if  the  State  itself  had 
intervened,  and  by  the  exercise  of  legislative  authority 
had  declared  the  conditions  that  should  prevail.    The 
method  is  radically  different,  but  the  final  result  is  much 
the  same.    More  and  more  the  individual  employer  and 
employee  is  losing  the  power  to  determine  for  himself 
the  conditions  under  which  his  work  will  be  performed 
The  manufacturer  or  artisan  in  entering  a  strongly  organ- 
ised industry  finds  many  of  the  most  important  condi- 
tions of  work  already  almost  as  definitely  determined 
as  if  they  had  been  fixed  by  law.    There  is  no  better  illus- 
tration of  the  fact  that  legislatures  are  by  no  means  the 
only  bodies  who  are  framing  the  provisions  that  shall 
govern  the  conditions  under  which  the  modem  compli- 
cated mechanism  of  industrial  society  must  be  operated. 
Oigans  and  methods  are  being  evolved  with  the  pur- 
pose of  devising  and  enforcing  rules  for  industrial  work. 
It  is  thus  not  a  question  whether  they  shall  be  pre- 
scribed by  the  State  or  not  at  all,  but  whether  they 
shall  be  made  by  State  or  some  other  organization. 

To  the  individualist  this  tendency  will  probably  appear 
as  presenting  all  the  dangers  of  State  action  itself. 
While  there  may  be  a  certain  basis  for  this,  it  is  one 
the  effect  of  which  can  very  easily  be  exaggerated.  The 
most  important  fields  in  which  the  originality  and  energy 
of  the  individual  employer  can  be  employed  are  those  of 
the  selection  of  materials,  the  adoption  of  technical  meth- 
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ods,  the  determination  of  the  character  of  the  product 
to  be  manufactured,  etc.  In  these  there  is  no  tendency 
for  the  initiative  of  the  individual  to  be  in  the  least  cur- 
tailed. On  the  other  hand,  it  may  almost  be  said  that 
the  employer,  being  relieved  from  the  trouble  of  determin- 
ing many  of  the  features  of  labor  conditions,  and  being 
certain  that  in  such  respects  he  is  enjoying  equal  advan- 
tages with  his  competitors,  will  be  able  to  concentrate 
his  attention  more  fully  upon  the  operations  of  produc- 
tion proper.  Certainly,  up  to  the  present  time  there  is 
no  indication  that  dull  imif ormity  either  of  manufactur- 
ing practice  or  product  will  result  from  the  movement 
that  we  have  been  describing. 

In  another  respect,  however,  the  movement  gives  rise 
to  serious  possibilities  for  the  future.  If  the  movement 
for  the  organization  of  employers,  while  itself  becoming 
more  wide-spread  and  firmly  established,  does  not  have 
as  its  effect  the  permanent  stopping  of  the  parallel  move- 
ment for  the  organization  of  employees, — a  result  that 
is  hardly  to  be  anticipated, — there  will  ultimately  result 
a  condition  of  affairs  when  each  trade  or  industry  will 
have  its  industrial  workers  stron^y  organized  in  two 
powerful  associations.  Sooner  or  later  such  associations 
will  come  to  an  understanding  regarding  the  more  essen- 
tial principles  that  should  govern  the  contracts  to  be 
made  between  them,  or  at  least  establish  a  modus  vivendi 
or  working  agreement.  When  that  day  arrives,  these  two 
associations,  acting  in  accord,  will  be  able  to  dictate  ahnost 
absolutely  the  conditions  that  shall  prevail  in  the  trade, 
not  only  as  regards  their  mutual  relations,  but  the  con- 
suming public  as  well.  Indeed,  there  are  already  evi- 
dences in  the  so-called  new  trades  movement,  started  by 
Mr.  Smith  in  Great  Britain  some  years  ago,  and  in  cer- 
tain of  the  agreements  made  between  employer  and  em- 
ployee associations  in  Chicago  and  New  York,  that  this 
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Stage  of  the  movement  has  in  cases  already  arrivecL 
Should  action  along  this  line  continue,  it  is  evident  that 
the  whole  movement  will  assume  a  somewhat  different 
aspect,  and  present  a  new  element  that  will  call  for 
special  consideration  both  by  students  of  economics  and 
those  having  in  charge  the  protection  of  the  general  in- 
dustrial interests  of  the  people. 

William  Franklin  Willoughbt. 
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CHANGES   IN   THE   TAX    LAWS    OF    NEW    YORK 
STATE  IN   1905. 

Three  events  of  more  than  usual  interest  in  the  history 
of  New  York  taxation  have  marked  the  present  year:  the 
passage  of  the  stock  transfer  law  imposing  a  tax  on  sales 
or  agreements  to  sell  corporation  stocks;  the  passage  of  a 
law  imposing  an  annual  tax  on  mortgages;  the  decision  of 
the  Supreme  Court  of  the  United  States  upholding  the 
special  franchise  taxation  of  1899,  which  for  six  years  has 
been  almost  nullified  by  litigation.  The  stock  transfer 
taxes  go  to  the  State,  the  mortgage  taxes  are  divided  equally 
between  the  State  and  the  localities,  and  the  taxes  paid  on 
special  franchises  are  shared  in  accordance  with  the  general 
property  rates  for  town,  city,  county,  and  State  purposes. 

llie  legislature  which  met  in  January,  1905,  was  faced 
with  the  inevitable  need  of  new  revenue.  Since  1880  New 
York  has  been  moving  towards  the  separation  of  the  sources 
of  State  and  of  local  taxation,  and  in  the  past  ten  years  a 
leading  feature  of  the  Republican  policy  has  been  the 
abolition  of  the  general  property  tax  for  State  purposes 
(so-called  ''direct  taxation'')-  Under  the  last  adminis- 
tration this  end  was  practically  accomplished,  the  only 
tax  collected  for  State  purposes  being  one  of  thirteen  mills 
yn  the  hundred  dollars  for  canal  sinking  fund,  as  required 
by  the  State  constitution.  The  revenue  thus  given  up  has 
been  made  good  by  liquor  taxation,  but  this  is  no  longer 
adequate  to  the  growing  needs  of  the  State.  Appropria- 
tions have  increased  faster  than  has  population.  The 
growth  between  1893  and  1904,  from  $17,400,000  to  $26,- 
500,000,  has  been  necessitated  both  by  growing  population 
and  by  policies  approved  strongly  by  public  sentiment. 
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Of  the  added  $9,000,000  about  $1,500,000  were  for  educa- 
tion, $1,500,000  for  good  roads,  and  nearly  $5,000,000  for 
charities  and  corrections,  as  called  for  by  the  recent  policy 
of  State  instead  of  county  care.  Other  and  larger  expendi- 
tures of  the  same  nature  are  in  view,  and  the  voters  in  a 
recent  referendum  approved  the  plan  of  a  barge  canal  which 
will  cost  $101,000,000.  In  the  face  of  these  growing  needs 
the  balance  in  the  State  treasury  shrank  $5,000,000  within 
the  fiscal  year  1904.  There  were  still  other  difficulties: 
the  highest  State  court  decided,  January  12, 1904  (177  N.  Y. 
189)  that  the  State  had  been  illegally  collecting  and  must 
refund  certain  taxes  on  railroads  (about  $1,000,000)  in 
towns  which  aided  in  railroad  construction  by  the  issue  of 
bonds;  and  at  about  the  same  time  another  decision,  favor- 
able to  insurance  companies,  compelled  the  State  to  refund, 
or  to  credit  on  taxes  accruing,  about  $1,000,000,  and  re- 
duced this  source  of  revenue  for  the  future. 

To  every  suggested  measure  of  taxation  strong  oppo- 
sition developed  from  those  whose  interests  were  affected. 
The  legislature,  while  making  liberal  appropriations,  seemed 
on  the  point  of  abandoning  all  attempts  to  provide  ade- 
quate revenue;  but  Governor  Higgins  declm^  that  he 
would  exercise  his  prerogative,  and  would  cut  the  appropria- 
tion bill  within  the  amoimt  available  upon  the  adjournment 
of  the  legislature.  The  result  was  that  the  stock  transfer 
tax  became  a  law  April  19,  and  the  mortgage  tax  became 
a  law  June  3. 

The  stock  transfer  tax  law,  modelled  after  the  federal  law 
in  force  from  1898  to  1901,  imposes  a  stamp  tax  of  two  cents 
on  sales  or  agreements  to  sell  corporation  shares  of  the  face 
value  of  one  hundred  dollars;  that  is,  two  dollars  on  th$ 
usual  sale  of  a  hundred  shares.  The  law  is  so  framed  that 
it  applies  to  sales  on  the  curb  and  in  bucket  shops  and  to 
wash  sales  made  for  the  purpose  of  influencing  the  market. 

Strong  opposition  to  the  tax  came  from  Wall  Street,  and 
a  protest  with  fifty  thousand  signatures  was  presented  to 
the  governor.  The  law  was  criticised  as  unconstitutional, 
as  imjust  to  the  city,  and  as  injurious  to  the  business  in- 
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terestB  of  the  State.  A  stock  exchange  was  incorporated 
acrofls  the  river  in  New  Jersey,  and  many  declared  that 
the  tax  would  drive  the  Stock  Exchange  from  New  York 

aty. 

It  was  estimated  that  the  tax  would  yield  from  $3,000,000 
to  $5,000,000  a  year.  The  receipts  for  the  first  three  months 
were:  June,  $440,299.66;  July,  $308,689.90;  August, 
$477,665.36;  total,  $1,226,654.92.  The  comptroller  now 
estimates  a  revenue  from  this  source  of  about  $5,000,000  per 
annum.  The  price  of  seats  on  the  New  York  Stock  Exchange 
declined  immediately  after  the  tax  took  e£Fect,  but  fully 
recovered  before  the  month  was  ended.  The  sales  of  stocks 
on  the  Exchange  in  Jime,  1905,  the  first  month  of  the  law's 
operation,  were  two  and  a  half  times  as  great  as  in  June, 
1904.  The  tax  probably  falls  in  the  main  upon  the  pur- 
chasers, but  this  means  very  often  the  speculative  buyers, 
who  may  themselves  be  members  of  the  Exchange.  The 
burden  upon  the  investing  public  is  slight.  The  supremacy 
of  New  York  CSty  as  a  market  for  corporation  stocks  does 
not  appear  to  be  endangered. 

The  mortgage  tax  law  just  passed  is  the  fruit  of  eight 
years  of  discussion.  It  imposes  an  annual  tax  of  one-half 
per  cent,  on  mortgage  debts  as  they  shall  be  on  July  1 
of  each  year,  and  upon  mortgages  recorded  at  any  time 
during  the  year  a  stamp  tax  at  the  same  rate  (calculated 
by  dajns)  from  date  to  the  following  July  1.  The  prin- 
cipal exemptions  are  public  bonds  and  mortgages  given  to 
public,  charitable,  religious,  and  educational  corporations, 
and  to  building  and  loan  associations  on  residence  property 
to  the  amount  of  $3,000.  The  tax  does  not  apply  to  mort- 
g^iges  recorded  before  July  1, 1905,  unless  the  owner  requests 
the  recording  officer  to  include  the  "prior  mortgage''  under 
the  law.  The  new  tax,  wherever  applied,  releases  from  lia- 
Inlity  to  the  general  property  tax. 

Four  policies  as  to  mortgage  taxation  have  had  supporters : 

(a)  taxation  as  heretofore  under  the  general  property  tax; 

(b)  complete  exemption  of  all  mortgages;  (c)  a  registration 
tax^of  one-half  per  cent,  payable  once  only,  regardless  of 
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the  period  of  the  mortgage;  (d)  an  annual  tax  such  as  the 
one  adopted.  It  was  pretty  generally  agreed  that  the  old 
plan  worked  inequitably,  as  only  bans  in  the  rural  districts 
or  those  made  by  ignorant  and  weaker  lenders  were  touched; 
but  rural  sentiment  still  largely  was  opposed  to  any  change. 
A  strong  and  growing  sentiment  favored  complete  exemp- 
tion, which  was,  however,  not  a  political  possibility.  The 
opponents  of  an  annual  tax,  led  by  the  New  York  Tax 
Reform  Association  and  by  the  AUied  Real  Estate  Interests 
of  the  State  of  New  York,  advocated  a  registration  tax  as  a 
choice  of  evils,  and  the  real  issue  was  thus  between  such  a 
registration  tax  (payable  once  only,  at  the  time  of  record- 
ing), and  the  annual  tax. 

The  arguments  used  are  familiar  to  students  of  taxation, 
the  principal  question  being  whether  the  lender  or  the 
borrower  would  be  likely  to  pay  the  tax.  Those  opposing 
any  change  argued  contradictorily  that  loans  completely 
escaped  taxation  except  in  the  rural  districts,  and  that  the 
interest  was  fixed  regardless  of  taxation,  hence  that  the  new 
tax  would  be  added  to  the  burden  of  the  borrowers.  If  this 
were  not  immediately  the  case,  it  soon  would  be  so  because 
of  the  investment  elsewhere  of  large  sums  then  loaned  on 
mortgages  (e.g.,  a  half  billion  of  savings-bank  loans),  while 
no  considerable  amounts  not  already  offered  would  be 
tempted  into  that  field  of  investment.  The  advocates  of 
the  bill  took  the  opposite  view  on  every  point.  Admitting 
that  most  mortgages  were  in  fact  untaxed,  they  said  that 
the  fear  of  taxation,  ''the  price  of  perjury,''  kept  up  the 
market  rate  of  interest  one-half  per  cent,  or  more.  Es- 
sentially the  same  theory  of  shifting  and  incidence  was 
recognised  by  all,  and  the  different  conclusions  rested  on 
different  estimates  of  the  amount  of  loanable  funds  that 
would  be  driven  from  or  attracted  to  this  field  of  investment. 

In  fact,  the  savings  banks  have  already  raised  their  rates 
on  small  loans,  but  no  change  can  be  clearly  discovered  in 
the  general  rate  of  interest  on  mortgage  loans.  A  number 
of  rural  lenders  have  exercised  their  option  as  to  prior 
mortgages,  thus  showing  that  their  taxes  are  reduced  in 
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this  way;  while  estates  in  probate,  usually  taxed  the  fuU 
general  property  rate  under  the  old  law,  are  unquestionably 
benefited.  If  ihe  old  law  had  been  strictly  enforced,,  the 
IHesent  law  would  of  course  reduce  the  rate  of  interest 
IMdd  by  borrowers.  If  the  old  law  had  been  absolutely  a 
dead  letter,  the  present  law  would  of  course  increase  the 
rate  of  interest.  As  things  are,  it  is  safe  to  say  that  the 
burden  of  the  tax  will,  on  the  whole,  be  divided  between 
borrowers  and  lenders,  different  localities  and  classes  being 
very  differently  affected. 

The  Tninimuni  estimate  of  the  yield  of  the  tax  for  the 
first  year  was  Sl,500,000,  and  for  the  second  year  $3,000,000. 
Nothing  better  than  a  rough  estimate  of  the  jdeld  of  the 
tax  can  now  be  given,  as  no  returns  will  be  made  to  the 
State  treasurer  until  after  July  1,  1906.  The  amount  of 
mortgages  annually  recorded  in  the  State  is  about  $600,- 
000,000,  three-fourths  being  in  New  York  City.  Assuming 
an  average  duration  of  five  years,  the  total  mortgage  loans 
in  force  at  one  time  would  be  $3,000,000,000,  and  the  law, 
if  it  remained  unchanged,  would  3deld  $15,000,000  annually, 
one-half  to  the  State,  the  remainder  to  the  localities. 

The  special  franchise  law  of  1899,^  really  but  an  amend- 
ment of  the  general  tax  law,  was  passed  to  bring  under  the 
operation  of  the  general  property  tax  that  part  of  the  value 
of  pubfic  service  corporations  due  to  the  use  of  the  public 
highwajns.  The  State  Board  of  Tax  Commissioners  was 
authorized  to  assess  the  value  of  "special  franchises,"  to- 
gether with  that  of  the  tangible  property  of  public  service 
corporations.  This  law  has  been  before  the  courts  ever  since 
its  passage,  and  in  1903  Governor  Odell,  discouraged  as 
to  its  outlook,  recommended  its  repeaL  Meantime  it  has 
been  approved  and  imitated  by  a  nimiber  of  other  States. 
The  Supreme  Court  of  New  York  (which  is,  however,  two 
steps  removed  from  supremacy  in  the  State)  intrusted  the 
question  to  a  distinguished  referee.  Judge  Earl,  whose  learned 
opinion  upholding  the  law  on  all  points  was  unanimously 

iSee  the  aeeonnt  of  thii  maMore  by  Professor  E.  R.  A.  SeUgmAii  in  tills 
/Mmol,  Tol.  Xin.  p.  446. 
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affinned  by  the  court  July  16,  19Q2.  This  decision  was 
reversed  on  the  law  by  the  Appellate  Division  January  23, 
1903,  by  a  vote  of  three  to  two  judges  (79  App.  Div.  183), 
on  the  sole  ground  that  the  law  was  in  violation  of  the  home- 
rule  provision  of  the  State  constitution,  in  that  it  devolved 
upon  the  State  Board  of  Tax  Commissioners  the  assessment 
of  property  formerly  assessed  by  the  local  assessors.  The 
State  court  of  last  resort,  the  Court  of  Appeals,  unanimously 
reversed  this  decision  April  28,  1903,  and  upheld  in  every 
essential  particular  the  opinion  of  Judge  Earl  (174  N.  Y.  417). 

The  Supreme  Court  of  the  United  States  unanimously 
affirmed.  May  29,  1905  (25  Sup.  Ct.  Reporter,  705),  the 
constitutionality  of  the  law  on  all  the  points  raised  against 
it  before  the  Federal  court.  It  was  held  that  the  tax  does 
not  impair  the  obligation  of  contracts,  that  it  does  not  deny 
the  equal  protection  of  the  law,  and  that  the  charters  of  the 
companies  and  special  agreements  to  pay  lump  simis  or 
annual  amounts  for  franchises  do  not  deprive  the  legisla- 
ture of  the  right  to  exercise  its  power  of  taxation.  Many  of 
the  "up  State"  corporations  had  already  paid  these  taxes 
under  protest,  but  in  New  York  CSty  about  $24,000,000  had 
remained  unpaid,  about  a  third  of  which,  however,  was 
offset,  in  accordance  with  another  court  decision,  by  other 
taxes,  such  as  those  on  gross  receipts.  The  corporations 
have  nearly  all  settled  promptly  since  this  last  decision. 

The  further  development  of  these  three  measures  of  taxa- 
tion will  now  be  watched  with  much  interest,  and  will 
doubtless  have  much  influence  upon  the  legislation  of  other 
States. 

Frank  A.  Fetter. 

CoaNSLL  UNIVBBSnT. 
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THE    ORIGIN   OF   THE    PHRASE    "BALANCE    OF 

TRADE." 

The  purpose  of  this  paper  is  to  trace  briefly  the  evolution 
of  the  phrase  "the  balance  of  trade.''  No  attempt  will  be 
made  to  give,  even  in  outline,  a  description  of  the  doctrine 
which  ultimately  foimd  its  expression  in  this  phrase.  Nor 
could  it  be  hoped,  even  as  the  result  of  a  most  exhaustive 
investigation,  to  make  certain  of  all  the  steps  through 
which  the  expression  was  unfolded,  much  less  to  give  due 
credit  to  the  real  authors  of  improved  phraseology.  In 
political  economy,  more  often  than  in  most  sciences,  pre- 
cision and  accuracy  in  the  employment  of  terms  are  arrived 
at  by  a  process  of  elimination,  by  gradually  discarding 
vague  terms  as  more  suitable  ones  happen  to  be  suggested. 
The  development  of  the  phrase  "balance  of  trade"  ap- 
pears to  have  been  confined  to  England;  and  only  English 
writers  will  be  cited. 

The  idea  of  the  balance  of  trade  was  intimately  associ- 
ated with  currency  disorders.  Whenever  the  mint  was 
idle  or  the  circulating  medium  was  inadequate,  men  were 
inclined  to  look  to  foreign  commerce  for  explanation  and 
for  remedy.  Such  was  the  case  in  1381  when  Parliament 
was  considering  the  dearth  of  money.  The  officers  of  the 
mint  were  called  upon  to  o£Fer  explanations  for  the  un- 
satisfactory state  of  the  currency.  One  of  these  officials, 
Richard  Aylesbury,  declared: — 

Inasmuch  as  no  gold  or  silver  OTiginatee  in  England,  but  that 
f^iich  is  in  England  is  imported  from  without,  we  hold  that  if  the 
merchandise  which  goes  out  of  England  were  well  regulated,  the  money 
iHiich  is  in  En^and  would  remain,  and  a  great  abundance  would  come 
bcfEBL  without.  That  is  to  say,  provided  that  no  more  foreign  mer- 
chandise  were  to  come  into  the  realm  than  the  value  of  the  native 
commodities  taken  out  of  the  kingdom.^ 

1  "Qnt  ft  oe  q  auean  or  ne  arient  ne  v«nt  eo  Eogletre,  mee  oe  q'att  en  Engl' 
«(  cmpcvte  p  deU,  noua  gptandons,  q  li  U  mehandie  q  va  hon  d'Engl'  loit  bo 
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A  century  and  a  half  elapsed  before  monetary  difficulties 
led  to  a  revival  of  the  discussion  of  foreign  trade  as  Eng- 
land's mine  of  precious  metals.  About  1530  or  1535 
Clement  Armstrong,  crudest  of  early  mercantilists,  wrote : — 

The  whole  wealth  of  the  realm  b  for  all  our  rich  commodities  to 
get  out  of  all  other  realms  therefor,  ready  money;  and  after  the  money 
is  brought  into  the  whole  realm,  so  shall  all  the  people  in  the  realm 
be  made  rich  therewith.^ 

Hales  did  somewhat  better  when,  a  few  years  later,  he 
wrote: — 

If  we  keep  within  us  much  of  our  commodities,  we  must  spare 
many  other  things  that  we  have  now  from  beyond  the  seas;  for  we 
must  alwa}^  take  heed  that  we  buy  no  more  of  strangers  than  we 
sell  them.  For  he  were  no  good  husband  that  hath  no  other  3reariy 
revenues  but  of  husbandry  to  live  on,  that  will  buy  more  in  the  market 
than  he  selleth  again.  And  that  is  a  point  we  might  save  much  by 
of  our  treasure  in  this  realm  if  we  would.  And  I  marvel  no  man  tak- 
eth  heed  unto  it,  what  number  first  of  trifles  cometh  hither  from  be- 
yond seas,  that  we  might  either  dean  spare,  or  else  make  them  within 
our  own  realm,  for  the  which  we  pay  inestimable  treasure  every  year, 
or  else  exchange  substantial  wares  and  necessary  for  them,  for  the 
which  we  might  receive  great  treasure.' 

In  the  first  decade  of  Elizabeth's  reign  Sir  William  Cecil, 
at  that  time  secretary  of  state,  made  an  appreciable  ad- 
vance in  definiteness  of  statement  in  trade  discussions. 
Several  papers  in  his  handwriting  deal  with  exports  and 
imports  in  relation  to  the  flow  of  the  precious  metals. 
Some  of  these  state  papers  are  undated,  but  internal  evi- 

ft  justement  covne  la  monoie  q  est  en  Engletre  denmrra,  ft  gnt  pleiiito  da  monoM 
Tendra  da  pt  dala,  o'est  anavoir  q  plus  da  mcthandte  eatunga  ne  vdcne  deins  la 
Roialma  q  la  valua  n'eat  del  mehandie  denisseins  q'est  iaaant  p  dehors  le  Roialme." 
Oicns  of  contraotion  an  omitted.)  RoL  ParU,  iii.  pp.  (126, 127.  See  also  Rodinc, 
ii  finals  of  th*  Coinage,  1840,  i.  p.  241;  Cunzun^tam,  Sngliak  Industry  ofwf  Com- 
msros  (1896),  i.  pp.  805,  896;  Palgrave,  Dittumary  of  PoUHad  Economy,  aitiele 
"Balanoa  of  Trade,"  by  Stephen  Bauer. 

>  TraoKse  eonemmino  thoSiapU  and  tho  Comtmoditiot  of  tkU  Roatm,  p.  82;  printed 
in  the  Transactions  of  the  K.  QeseUseh.  der  Wiss.,  Bd.  23.  Goettingen,  1878.  ed- 
ited by  R.  Pauli.  under  the  title  Drei  Volkowirthm^tafUieho  Donkoehifton, 

*  Hales.  Dioeour—  of  tho  Commompoal  of  thi»  Roalm  of  Bngland  (1549).  edited 
by  Miss  Lamond.  1898.  pp.  62,  68. 
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denoe  places  all  of  them  in  the  neighborhood  of  the  year 
1565.^  They  concern  the  renewal  of  commercial  inter- 
course with  France  and  the  Low  Countries.  The  ques- 
tions under  consideration  were  the  expediency  of  using 
Antwerp  as  the  emporium  for  English  cloths  and  the  de- 
sirability of  any  increase  of  imports  of  French  wines.  Cecil 
considered  both  questions  in  an  impartial  manner,  but 
in  the  end  inclined  to  disapprove  any  "imnecessary"  de- 
pendence upon  foreign  trade.  On  the  trade  with  the  Low 
Countries  he  wrote: — 

It  IB  to  be  confessed  of  all  men  that  it  were  better  for  this  realm, 
for  many  considerations,  that  the  commodities  of  the  same  were  issued 
oat  rather  to  sundry  places  than  to  one,  and  specially  to  such  one 
as  the  lord  thereof  is  of  so  great  power  as  he  may  therewith  annoy 
this  realm.  .  .  .  Secondly,  it  is  probable  that  by  carrying  over  into 
Antwerp  of  such  a  quantity  of  conunodities  out  of  the  realm,  as  of 
late  yean  is  used,  the  shortness  of  the  return  multiplieth  many  mer- 
chants, and  so  consequently  also,  this  realm  is  overburdened  with  un- 
necessary foreign  wares  and  if  the  trade  thereof  should  continue  but 
a  while,  a  great  part  of  the  treasiu^  of  the  money  of  the  realm  would 
be  carried  thither  to  answer  for  such  unnecessary  trifles,  considering 
it  is  to  be  seen  that  very  lately  the  commodities  carried  out  of  t^e 
realm  beyond  the  seas  hath  scarcely  answered  the  value  of  the  mer- 
chandise brou^t  in;  and  if  the  laws  for  apparel,  and  taverns  for  ex- 
cessive abounding  of  wines  shall  not  be  better  observed,  it  is  to  be 
feared  that  the  quantity  of  our  English  commodities  will  be  too  small 
a  great  deal  to  answer  the  foreign  commodities.' 

Cecil  goes  on  to  some  of  the  social  considerations  involved. 
He  recognizes  that  without  a  definite  mart  upon  the  Con- 
tinent English  cloth  manufacture  might  decline,  but  he 
inclines  to  the  opinion  that  an  economic  readjustment  might 
be  advantageous,  for  an  agricultural  population  is  more 
easily  governed,  he  thinks,  and  the  poorer  and  therefore 
less  desirable  merchants  would  be  crowded  out.  He  deals 
with  another  social  problem  in  a  manuscript  on  the  wine 

*I  have  examined  theae  nmniuoiipts  in  the  Publio  Reooid  Office,  London. 
Tbe  publkbed  oelenfter  of  state  papers  gives  them  only  by  title. 

*'*£eae9n«  to  move  a  forbtarino  of  tht  mHiuHon  of  tho  Bntoteouroo  ioAni' 
worp"  1M4.  SUte  Papwi,  Domestic,  Elisabeth,  zxzr.  83.  See  also  xndr.  68 
and  xxxTiiL  62.    Calendared  under  the  year  1664. 
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trade.    The  portion  of  this  document  which  rehites  to  the 
monetary  question  is  as  follows: — 

It  is  manifest  that  nothing  robbeth  the  reahn  of  England,  but  when 
more  merchandise  is  brought  into  the  realm,  than  is  carried  forth,  as 
for  example  if  800,000  pounds  worth  of  foreign  commodities  be  brou^t 
in,  and  but  600,000  poimds  worth  of  the  conunoditiee  of  England 
carried  forth,  the  realm  must  spend  upon  the  stock  yearly  200,000 
pounds  which  must  be  paid  wi^  money.  And  it  is  manifestly  seen 
already  by  the  customers'  accounts  in  the  £2xchequer  that  yearly  the 
foreign  commodities  do  surmount  the  commodities  of  the  land.  The 
remedy  hereof  is  by  all  policies  to  abridge  the  use  of  such  foreign  com- 
modities as  be  not  necessary  for  us.  Whereof  the  excess  of  silk  is 
one,  of  wine  and  spice  is  another.  And  therefore,  wittin^y  to  make 
a  law  to  increase  any  of  these  is  to  consent  to  the  robbery  of  t^e  realm. 
Of  all  these  three  excesses  none  is  more  hurtful  to  the  realm  than  wine. 
First,  it  enricheth  France,  whose  power  England  ought  not  to  increase. 
Secondly,  for  the  more  part,  the  wines  of  France,  both  those  that  come 
from  Bordeaux  and  from  Rouen,  are  bought  with  sending  ready 
money  thither.  For  in  Bordeaux  they  have  an  onUnance  fort>idding 
bartering  with  Englishmen  for  wines.  So  as  whatsoever  excess  grow- 
eth  in  bringing  home  of  wines  thereby  the  gold  which  is  or  should  be 
by  the  merchants  brought  out  of  Spain  or  the  Low  Countries  for  the 
conunodities  of  Ekigland,  b  conveyed  into  France.^ 

Cecil  did  not  coin  any  new  word  to  indicate  the  difference 
between  exports  and  imports  of  goods,  but  his  language 
makes  it  clear  that  he  was  referring  to  this  difference  when 
he  speaks  of  "money  ...  to  answer  for  such  trifles";  and 
"foreign  commodities"  which  "surmount  the  commodities 
of  the  land";  and  "the  realm  must  spend  upon  the  stock 
yearly  200,000  pounds,  which  must  be  paid  with  money." 
Crude  as  is  his  expression,  later  writers  could  only  improve 
upon  his  nomenclature.  The  same  may  be  said  of  his 
method  of  exposition,  based  upon  figures  drawn  from  the 
customs  accounts.    Later  calculations  were    much    more 

>  SUte  PapOTi,  Domestio,  Eliubeth  (1A6S?),  xli.  58,  entitled  **The  Inoonven- 
ienoee  of  enlarging  any  Power  to  bring  any  more  Wine  into  the  Realm."  Cf. 
Otmningfaam,  Bnoli»h  Indattry  and  Commerce,  3d  ed.,  vol.  ii.  p.  71,  where  this  pas- 
sage is  partly  quoted,  partly  paraphrased.  It  should  be  noted  that  the  word 
* 'balance"  there  used  is  not  in  the  original.  Cunningham  includes  also  Cecil's 
remarks  upon  the  evils  of  drunkenness  and  the  misfortune  of  displacing  ale  witli 
wine. 
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elaborate  than  Cecil's,  but  the  method  itself  was  used  by 
most  of  the  subsequent  writers  upon  the  subject.^ 

In  1596  John  Stow  published  the  first  edition  of  his 
Survey  of  London,  to  which  he  appended  an  anonymous 
Apology  of  the  City  of  London,  ''discoursed  about  twenty 
years  agone''  (p.  450).  We  may  therefore  fix  upon  1578 
as  the  approximate  date  of  the  penning  of  the  following 
passage:— 

Seeing  we  have  no  way  to  increase  our  treasure  by  mines  of  gold  or 
aWer  at  home,  and  can  have  nothing  without  money  or  wares  from 
other  countries  abroad,  it  foUoweth  necessarily  that  if  we  follow  the 
counsel  of  that  good  old  husband  Marcus  Gato,  saying  oportet  pairem 
tamilias  vendaeem  es^e,  non  emacem,  and  do  carry  more  commodities 
in  yalue  over  the  seas,  than  we  bring  hithv  from  thence:  that  then  the 
realm  shall  receive  that  overplus  in  money:  but  if  we  bring  from  be- 
ycHxl  the  seas  merchandise  of  more  value  than  that  which  we  do  send 
over  may  countervail,  then  the  realm  payeth  for  that  overplus  in  ready 
numey,  and  consequently  is  a  loser  by  that  ill  husbandry:  and  there- 
fore in  this  part  great  and  heedful  refund  must  be  had  that  S3rmmetria 
and  due  proportion  be  kept,  lest  otherwise  either  the  reahn  be  de- 
frauded oi  her  treasure,  or  the  subjects  corrupted  in  vanity,  by  ex- 
cessive importation  of  superfluous  and  needless  merchandise,  or  eLse 
that  we  feel  penury  even  in  our  greatest  plenty  and  store,  by  immod- 
erate exportation  of  our  own  needful  commodities.' 

Three  words  in  this  passage — "overplus,"  "symmetria/'  and 
'*  countervail'* — show  an  advance  in  precision  of  terms. 

In  1600  a  very  important  commission  was  appointed  to 
investigate  the  causes  of  England's  monetary  difficulties, 
and  to  propose  measures  "for  the  preservation  and  aug- 
mentation of  the  wealth  of  the  realm.''  The  commission 
consisted  of  a  dozen  men  nominated  by  the  lord  keeper 
and  the  lord  treasurer.    At  least  three  who  signed  the  re- 

^One  of  Urn  iwrHett  of  theae  taUM  was  dnwn  up  in  1670.  The  rahiM  o 
•xporto  and  importo  mm  oompand  in  detail,  and  the  eonehuion  is:  **80  is  more 
▼ahie  of  foreign  eommoditaes  brought  into  this  realm  than  English  eommodities 
Skipped  out  of  this  reahn  this  year  mmo  1670  by  £18.001  14s.  lOd."  Titus  B.  r. 
foL  226,  226.  in  Cotton  MSB..  British  Museum.  The  tablea  axe  published  fai  Hubert 
Hall's  Cutloma  HsMmis,  IL  p.  244,  where  it  should  again  be  noted  that  the  word 
''balanoe"  is  not  quoted. 

sJohaStow,  Arvsyo/LendMi,  Isted.,  1608,  pp.  480and4ll6.    (These  pages 
,  the  pagination  is  faulty.) 
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port  were  officers  of  the  Mint,  one  of  them  being  Gerard 
MalyneSy  abeady  regarded  as  an  expert  in  problems  of  for- 
eign exchange.  The  report  embodied  many  conflicting 
ideas,  among  which  those  of  Malynes  can  be  easily  dis- 
tinguished. Six  different  explanations  were  offered  for 
the  current  monetary  evils,  and  from  them  we  may  get  an 
interesting  insight  into  the  state  of  opinion  in  financial 
circles  at  that  time.  The  reasons  given  were  the  ''over- 
heaviness  of  our  pound  weight  troy,"  the  "over-richness 
of  our  monies,  "the  disproportion  of  the  values  of  gold  and 
silver,  the  ''overbalancing  of  foreign  conmiodities  imported 
above  home  commodities  vented,"  the  abuse  of  exchange, 
and  "the  not  making  of  foreign  commodities  in  the  realm." 
These  reasons  were  discussed  in  detail,  and  imder  the  fourth 
head  the  commissioners  said: — 

Forasmuch  as  we  find  there  is  a  great  scarcity  of  gold  and  silver 
now  in  companson  that  of  late  there  hath  been:  Some  of  us  do  attrib- 
ute t^e  same  to  t^e  said  overbalancing  of  foreign  commodities  as  a 
chief  cause  thereof.  And  some  others  do  rather  impute  the  same  to 
be  occasioned  partly  by  reason  that  the  exchange  of  moniee  is  now 
become  a  common  trade  to  the  hindrance  of  traffic  in  the  exportation 
of  our  home  conmiodities,  and  partly  by  the  traffic  used  to  Turkey, 
whither  it  is  thought  our  monies  are  transported,  which  is  likely  to 
be  much  increased  by  the  now  intended  voyage  to  the  East  Indies, 
to  which  place  it  is  thou^t  that  our  monies  will  be  carried  in  the 
nature  of  bullion,  for  that  t^e  same  will  make  a  better  return  and  of 
far  greater  value  than  any  of  our  home  commodities  that  can  be  sent 
thither/ 

The  word  "overbalancing"  was  probably  suggested  by 
Malynes,  who  used  it  in  a  book  which  appeared  almost 
simultaneously  with  the  report.*  The  term  "overbalance" 
persisted  for  a  long  time  after  1601,  although  Malynes  used 
the  verb  "balance"  as  early  as  1603,  in  defending  the  reg- 
ulated trade  of  the  merchant  adventurers: — 

1  SUte  Papen,  Domestio,  Qinbeth  (1601),  oobcdx.  07.  The  pnblialied  esl- 
endar  givef  this  important  report  in  an  abridged  but  sabeCantiaUy  aeonrate  form. 
There  are,  however,  a  few  errors;  as,  for  instanee,  *'West  Indies"  is  used  instead 
of  '*East  Indies." 

>  Gerard  Halynes,  Cofdbsr  of  Bnotand^t  Commomoeai^  (pohlislied  Maidu 
ISOl),  p.  2.    See  also  artide  on  the  **Balanee  of  TVade"  in  Palgimve's  Diotioiiaiy* 
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If  our  merchantB  were  cut  off  and  .  .  .  ot^er  nations  should  buy  the 
doth  wi^un  the  reahn,  and  so  advance  the  price  thereof,  (as  happeneth 
most  ocNmnonly  in  France  and  Spain  at  the  vintage  time  with  their 
wines  and  raisins),  then  foreign  commodities  would  be  sold  dearer 
unto  us  by  them  again.  For  the  small  gain  had  upon  our  home  com- 
modities causeth  us,  and  would  cause  them  to  seek  a  better  gain  upon 
the  foreign  conmiodities  to  the  general  hurt  of  the  realm  and  to  the 
eriiausting  of  the  monies  which  (to  balance  t^e  matter)  must  supply 
thesame.^ 

The  term  ''balance"  must  have  been  familiar  to  Malynes 
in  1601  y  as  indeed  to  many  others  who  did  not  happen  to 
employ  it  with  reference  to  trade  matters.  The  Lex  Mer^ 
eatoria,  product  of  ''fifty  years'  observation,  knowledge, 
and  experience/'  shows  that  Mal3nies  was  interested  in 
mercantile  accounting,  and  he  here  used  the  word  "bal- 
ance." Though  this  book  was  not  published  until  1622, 
it  is  altogether  likely  that  he  had  paid  attention  to  accoimt- 
iog  long  before  this;  and  in  connection  with  private  ledgers 
the  word  was  in  common  use  earlier  than  1600.'  It  may 
be  assumed,  then,  that  Malynes  simply  transferred  the 
expression  from  private  to  public  transactions,  and  that  it 
slowly  found  acceptance  in  economic  discussion  as  a  figure 
of  speech  by  which  the  trade  of  nations  was  metaphorically 
represented  as  a  long  series  of  debits  and  credits  between 
countries,  finally  settled  by  a  small  cash  transaction. 

A  few  years  later  the  full  expression  "balancing  of  trade" 
appears.  To  be  sure,  there  is  an  adjective  before  the  word 
"trade,"  but  the  context  shows  it  is  imimportant.*    In 

*  Snoland^9  Vitw  in  (4e  Unmatiking  of  Two  Paradoxea^  p.  87. 

s  See  The  New  En^iah  Dietionery,  i.  p.  631,  eol.  8:  **The  balance  of  your  book 
is  to  be  understood  a  leaf  of  paper  duposed  and  made  in  lengths,  ^nd  crossed  in 
the  middles. ...  If  the  sums  of  money  of  debitor  and  creditor  be  like,  then  is  your 
balaaee  weO."  Quoted  fh>m  John  Mollis,  Brief  Inoir,,  1568,  F.  viii.  b.  An  ear- 
lier edition  in  the  British  Ifnseum  freqiuently  refers  to  **ready  money"  "to  bal- 
ance the  barter."  John  Ifellis,  **of  Southwark,  Schoolmaster,"  Ths  Ground  of 
Arta,  Tmekino  the  Ptrfed  Work  and  PratsHeo  of  Arithmetic,  mads  by  M,  Robort 
Record,  D.  in  Phveiee,  and  afterwarde  augmented  by  M,  John  Dee, 

*  Even  Ifnn  rarely,  if  ever,  used  the  torn  "balanoe  of  trade"  without  an  ad- 
jective interpolated  before  the  word  *' trade."  Mun's  constant  expression  "bal- 
anee  of  foreicn  trade"  was  an  unnecessary  nicety,  showing  that  as  late  as  1680, 
when  Sngland'e  Treaeure  by  Foreign  Trade  was  cast  into  its  final  form,  the  term 
*  'balance  of  trade"  was  not  universally  recognised  as  the  one  natural  expression 
to  adopt.  In  1621,  in  the  Dieeouree  of  Trade  from  England  unto  the  BaOt  Indiee, 
Mun  chmg  to  the  word  * 'overbalance."  to  the  entire  exclusion  of  "balance  of  trade." 
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the  early  years  of  the  reign  of  James  I.  there  was  consid- 
erable discussion  on  the  expediency  of  reviving  the  statutes 
of  employments,  and,  as  it  was  an  age  of  projects  and  mo- 
nopolies, it  was  natural  that  two  countrymen  of  the  king 
should  petition  for  the  office  of  exclusive  hosting  and  brok- 
erage; that  is,  of  entertaining  foreign  merchants  in  Eng- 
land, and  supervising  their  dealings  in  such  a  way  that  the 
proceeds  of  their  sales  should  be  ''employed"  upon  English 
commodities,  and  produce  and  not  coin  should  be  exported. 
This  petition  of  the  Hon.  Patrick  Leslie,  Lord  of  Lun- 
dores,  and  Sir  Robert  Stewart,  Kt.,  came  before  the  Privy 
Council,  whence  it  was  referred  to  the  chancellor  of  the 
Exchequer,  the  lord  chief  baron  of  the  Exchequer,  the 
attorney-general,  and  one  other.  The  petition,  with  the 
reference,  is  indorsed  in  the  handwriting  of  Sir  Julius 
CflBsar,  and  dated  by  him  "8  March,  1606."  The  petition 
runs: — 

To  the  king's  most  excellent  Majesty.  The  humble  petition  [etc.] 
Most  humbly  beseeching  your  royal  Majesty  out  of  3rour  princely  dis- 
position in  regard  of  your  present  estates,  and  that  as  3ret  we  never 
obtuned  any  benefit  by  any  suits.  In  regard  thereof  we  are  the  rathtf 
emboldened  at  this  time  to  beseech  your  Majesty's  gracious  favor  in 
bestowing  upon  us  ^e  office  of  the  executing  of  the  statute  provided 
for  all  strangers  dealing  by  way  of  merchandise  to  make  their  em- 
plojrments  in  conunodities  within  the  land  for  the  rescountring'  or 
balancing  of  such  trade  as  either  by  commodity  they  bring  into  the 
kingdom,  or  otherwise  by  such  monies  as  they  shall  receive  or  may 
receive  within  the  land  by  any  course  of  exchange;  to  the  end  that 
coin  may  still  abide  within  your  majesty's  realm,  it  being  the  only 
means  to  prevent  their  secret  and  disordered  practices  from  convey- 
ance of  the  monies  of  this  kingdom.'  .  .  . 

>  Cf .  Italian*  riieonlro^ooinpaiiBoii  or  ooonteipart,  and  nMeonirar0^to  acres, 
tally,  or  oompara.  Ontha  use  of  **dcontration/'  "aoontrare/'  and  *'riaoontrare" 
on  tha  Oontlnant  before  the  eerenteenth  eentory,  oonaolt  Goldaehmidt,  Hamd- 
huek  dm  Hamdtim^ehU,  1801,  i.  328,  note  100.  Malynee  need  the  ezpraaaion  in 
1022  when  he  wrote  of  two  remittanees  of  money  which  "might,  by  way  of  reeooon- 
ter,  anwer  eaeh  other  in  aooount."  MainUnanet  of  Frm  IVo^  p.  02;  Ltx  Merea- 
toHa,  p.  421.  The  word  is  not  found  in  any  form  in  Johnson's,  Bailey's,  HaOi- 
weU's,  the  Middle  English,  or  theOentnry  Dietfonary.  W.  A.  Oraigle,  Esq.,  of  The 
New  Engliwh  Diotionaiy,  informs  me  that  the  noon  was  foaqmently  used  as  a  sto^ 
azshange  term  in  the  latter  half  of  the  serenteenth  and  in  the  eighteenth  century. 

'British  Ifttssam  MBS.,  OMar  Papan,  Unsdowna  CoOeotlon.  voL  cliL.  foL 
290.221. 
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The  overbalance  of  imports,  to  which  was  ascribed  the 
monetary  stringency,  served  as  a  convenient  argument  in 
the  attempt  to  popularise  a  new  fiscal  expedient.  The 
new  impositions  or  customs  duties  which  had  been  levied 
without  the  sanction  of  Parliament  after  the  favorable 
l^al  decision  in  Bate's  case  had  called  forth  a  storm  of  pro- 
tests, but  it  was  argued  in  the  House  of  Commons  in  1610 
that  it  was  legitimate  for  the  king  to  'impose  to  keep  the 
balance  even  between  himself  and  foreign  princes,  agree- 
ably to  state  policy  and  law/'^  In  1615  Sir  Lionel  Cran- 
field,  surveyor-general  of  the  customs,  led  a  movement  to 
amend  the  Book  of  Rates  with  special  reference  to  the  ''in- 
equality of  trade."*  To  support  his  project,  he  prepared 
a  statement  of  England's  foreign  trade  computed  upon  the 
basis  of  "custom  outward"  and  ''custom  inward"  for  the 
preceding  ten  years.  His  statement  was  entitled  "Sir 
Lionel  Cranfield  his  balance  of  trade."*  After  making  cer- 
tain corrections  according  to  assumed  bases  of  error  in  the 
returns,  he  concluded  that  the  yearly  "import  is  more  than 
the  export  by  £34,000  at  least.  "^  The  project  was  at  once 
given  a  hearing  by  the  Privy  Council,  and  further  investi- 

'Oftrdiner,  ParHammttan/  I>§baim  in  l&JO  (Qmrndmi  Soeiety  Publieatioiis, 
1882),  p.  86. 

***For  the  matter  of  Impositions,  whiefa  thoucfa  at  first  it  might  perhaps 
hare  been  easily  stopped,  yet  now  oannot  possibly  be  blanched  or  passed  over, 
I  do  allow  weQ  the  proposition  of  Sir  Lionel  Cranfield,  being  more  indeed  than 
I  eoold  hare  looked  for  in  a  man  of  his  breeding,  which  Is  that  the  revenue  by  the 
late  Impositions  raised,  be  tomed  without  diminution  and  perhaps  with  increase, 
into  raising  of  rates,  not  upon  the  same  things,  but  where  it  shall  be  best  for  the 
advantage  of  the  kingdom  and  the  disadvantage  of  the  stranger,  and  that  it  may 
be  so  handled  that  it  be  not  done  directly  as  a  laying  down  of  Impositions,  but  in 
fespsct  of  advancing  the  exportation  above  the  importation. ...  It  will  remove 
the  question  of  imposing,  and  turn  it  into  a  nature  of  revenue  that  cannot  be  quee- 
tioned  in  pmnt  of  law."    Bacon  to  the  king,  Spedding's  lAtUrt  of  Baotm,  v.  187. 

*T1ie  manuscript  is  also  indorsed  by  Sir  Julius  CBsar,  master  of  the  roUs, 
*'8ir  Lionel  Cranfield  his  balance  of  trade  21  May  1616."  Lansdowne  MSB.,  162, 
fols.  180-182.  Seemingly,  this  is  the  earliest  document  preserved  in  which  the 
eocaet  phrase  which  we  are  considering  is  found,  but,  so  far  as  I  know,  it  has  been 
overlooked,  although  the  indorsement  is  quoted  in  the  published  calendar  of  the 
Lansdowne  eoUection. 

« John  Wolstenholme,  however,  who  assisted  in  the  preparation  of  the  tables, 
held  thai  the  exportation  and  importation  were  eqnaL  Lansdowne  MSB.,  162i 
foLlM. 
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gation  was  ordered.^  Finally,  a  commission  of  merchants, 
headed  by  Cranfield,  was  appointed,*  to  the  end  "that 
some  alteration  be  made  in  the  Book  of  Rates,  whereby  an 
ease  will  follow  to  his  Majesty's  subjects  in  taking  away 
some  part  of  the  Impositions  and  yet  without  overmuch  toss 
to  his  Majesty's  revenue."  • 

Cranfield's  commission  continued  to  report  from  time  to 
time,  until  it  was  replaced  by  the  Standing  Commission  on 
Trade.  Both  the  king*  and  the  committee  of  the  House  of 
Conmions*  ascribed  the  scarcity  of  coin  to  the,  "imequal 
balancing  of  trade,"  and  the  new  commissioners  were  in- 
structed to  inquire  into  ''the  true  balance  of  the  trade  of 

i*'npon  consideration  Ul^en  by  their  lordahipt  of  the  inequalitj  of  tnde 
and  the  balancing  of  the  exportation  of  the  native  commodities  of  this  reahn  to 
the  importation  of  foreign  commodities,  and  debated  at  the  board  by  Sir  UoimI 
Oranfidd  Kt.  and  Mr.  Wolstenholme,  it  is  ordered  that  Sir  Folk  Grevil  Kt.,  chan- 
cellor of  the  Exchequer,  and  Sir  Thomas  Lake  Kt.,  calling  before  them  mnoh.  mer- 
chants and  others  as  they  shall  think  fit,  shall  upon  Toeeday  neact  hear  at  lai«e 
that  which  shall  be  offered  by  Sir  Lionel  Cranfield  and  Mr.  Wolstenholme  for  the 
dear  information  of  the  true  state  of  that  cause."  Council  Register,  1  June,  1015 
(in  the  Privy  Councfl  Library,  London).  See  also  Spedding,  Lsttsrs  cf  Baeim, 
V.  104  ff.,  where  the  Harieian  MS.  4289.  224b,  is  reproduced:  "Consultation 
and  Preparation  for  a  Pariiament  at  Whitehall  the  24th  of  September,  1616,  by 
the  Lords  of  the  Council." 

'Council  Register,  January  6, 1616.  See  also  Unwin,  Jndtutrial  Orga$t(6m»' 
Ham  cf  Vu  SixUtnik  and  iSsssnletntik  CmUurim,  pp.  184. 186. 

*  It  was  several  months  later  that  Bacon  wrote  to  Villiers,  the  new  favorite: 
"For  the  matter  of  trade,  I  confess  it  is  out  of  my  profession,  yet  in  that  I  riiall 
make  a  conjecture,  also,  and  propound  some  things  to  you,  whereby  (if  I  am  not 
much  mistaken)  srou  may  advance  the  good  of  your  country  and  profit  of  your 
Mastw.  (1)  Let  the  foundation  of  a  profitable  trade  be  thus  laid,  that  the  ex- 
portation of  home  commodities  be  more  in  value  than  the  importation  of  foreign 
■o  as  we  shall  be  sure  that  the  stocks  of  the  kingdom  shall  yearly  increase,  for  then 
the  balance  of  trade  must  be  returned  in  money  or  bullion."  Spedding,  Lsttsrt 
cf  Bceof^  vi.  22-24.  Oncken  (QmekiekU  det  NaHonatSkonomie^  L  p.  216) 
writes  of  the  letter  to  Villiers,  **Hier  ist  es,  wo  neben  dem  Ausdruck  'balance 
of  greatness'  aueh  derjenige  'balance  of  trade'  sum  ersten  Mai  in  der  literatur, 
soweit  sich  das  nachweisen  last,  auftritt."  The  letter,  however,  was  not  wtitieu 
as  early  as  1615,  the  date  given  by  Oncken,  and  was  not  published  until  1661. 
See  Spedding's  introduction  to  the  letter.  Baeon  may  have  heard  the  expression 
from  his  friend,  Sir  Julius  Ctosar.  In  any  ease  the  letter  dted  on  p.  165,  note  2, 
shows  that  Baeon  had  paid  attention  to  Cranfidd's  suggestion. 

***It's  strange  that  my  Mint  hath  not  gone  this  eii^t  or  nine  years,  but  I 
think  the  fault  <^  this  want  of  money  is  the  uneven  balancing  of  trade."  Pari. 
HiaL,  L  1170, 1180.    See  Ruding,  AtmaU  cf  the  Com^s,  L  876. 

•**Master  of  the  Wards  rsporteth  from  the  committee  for  Scardty  of  Oiin — 
Unequd  balancing  of  trade."    Coeunoiis  Jownal^  13  March,  1621. 
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this  kingdonii  ...  to  think  upon  the  gain  or  loss  ...  by  the 
oourse  of  exchange, "  and  to  ascertain  the  influence  of  the 
trading  companies  upon  the  supply  of  specie.^  The  in- 
vestigations of  the  commissions  stirred  up  the  pamphleteers 
wl^  popularized  the  notion  that  the  wealth  of  a  nation 
which  did  not  produce  the  precious  metals  depended  upon 
the  general  balance  of  its  exports  and  its  imports,  and  who 
first  put  into  public  print  the  expression  ''balance  of  trade.''* 

W.  H.  Pricb. 
Hasyabd  Uniybbsttt. 

*  CommimAon  [Oetobcr  20,  1022.  Re|>iodiieed  in  Bymer't  Fmd$ra,  zvfi.  i>. 
410-415. 

*T1m  fint  book  in  wkidi  tlw  phxmm  was  uaed  was  pnbliahed  in  1628« — ^Edward 
MlMBlrtwi.  Tk»  CircU  of  Commtree  or  th*  Balanet  of  Trad*,  in  Dtfmm  of  Frm  Trado, 
dtBdumim^  to  Granfield.  The  anthor  dtacribea  the  balanoe  of  tiade  aa  **an  ezeel* 
lent  and  politio  invention,  to  ahow  ns  the  dillefenoe  of  iveight  in  the  oommeroe 
of  one  kingdom  with  another  fai  the  aeale  of  oommeroe"  (pp.  116,  117.)  TIm  foil- 
mt  aeeoant  of  the  pamphlet  Uteratore  of  thia  dieoonion  is  by  W.  A.  S.  Hewina, 
Jfwjiiifc  IVede  and  Financt  in  (4e  SowmUmUh  Ctnimy  (1882).  PP*  xz-zzxv. 
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Ooncfttl  Works.  TheoqraiidttoHl** 


III 

IV.   LAOd  and  AffrarUui  ProUoms. 
V.   PopolAtlon  and  Miffxmtian. 
VI.  TnuisportefeloiL 
VII.  Jiowlga  Twde  «d  OoioalwitioBu 


Vni.   Moaiy.  BMiMng  and  Krohamcu 
IX.   Flnaaoe  and  Tteatkm. 
X.   Capital  and  tla  Ogganltatta 

mnattima 
XI.   Xoononle  Hlatary. 
XII.   DMOriptUm  <A  IndnaMaa  i 


XIII.   8t«llsttoalThMC7aiidPiB0tloe. 


XIV.   NotOiaaalflftd 


L    OBNBRAli  WORK&    THBOBY  AND  ITS  HISTOKY. 


BuLOKMAB  (P.  W.).  The  ElemenU 
of  Sociology.  New  Y<^:  ICm- 
mlllMi.    im.    ISmo.    pp.  400. 

[Broad  in  scope,  inciadinff  in 
brief  space  snch  topics  as  method- 
ology, social  evolution,  social  con- 
trol, social  ideals,  social  pathology, 
and  the  histoir  of  sociology.] 

Bullock  (G.  J.).  The  Elements  of 
Economics.  New  York:  Silver, 
BnidettACk).  1906.  12mo.  pp. 
886. 

[A  text-book  for  secondary 
schools:  shorter  and  more  ele- 
mentary than  the  same  anthoi's 
Introduction  to  Economics,  and 
substantially  a  new  book.] 

Cappkllazzi  (A.).  Sodologia 
nmana.  Siena.  1906.  ISmo. 
pp.817.    2.60 L 

David  (F.).  Esqnisse  de  la  science 
da  bonheor  constmite  d*ain*te  le 
pUn  m^thodiqne.  Paris:  Oiard 
etBri^re.  1906.  18mo.  pp.  88d. 
8.60  fr. 

DueAB^N  (A.).  Le  probl^me  te>- 
nomiqne  de  Pint^rftt.  Bordeaux: 
Cadoret.    1906.    8vo.    1^.862. 

SsLi  (M.).  Les  ^coles  catholiques 
d^^conomie  politique  et  sodale  en 
France.  Paris:  Qiard  et  Bri^re. 
1906.    8vo.    7fr. 

GoBCHXir  (G.).      Essays  and  Ad- 
dresses on  Economic  Questions. 
London:  Arnold. 
[Announced.] 


H08T08  (E.  M.  de).  Tralado  de 
sodologia.  Madrid:  Ballly. 
BaiUiere  e  Hljos.  1904.  lime, 
pp.  272. 

[A  compact  and  well-ananged 
treatise  by  an  eminent  South 
American  scholar.  Especially  to 
be  commended  for  the  breadth  of 
its  scope  and  the  systematic  ar- 
rangement of  its  matisrial.] 

Mabx  (K.).  David  Ricardo.  1  und 
2TheiL  Editedby  K  Eautsky. 
Stuttgart:  J.  H.  W.  Diets.  190& 
Bvo.    9.60  m. 

[Announced.  Apparently  a 
posthumous  woik.] 

NouvioN  (G.  de).  Monopole  et 
Ubert^.  Fr^Mc  Bastiat.  La 
vie,  les  oeuvres,  les  doctrines. 
Paris:  Guillaumin.  1906.  Bvo. 
pp.  870.    10  fr. 

Rax  (J.).  Sociological  Theory  of 
Capital  Editedbya  W.  Mixter. 
New  York:  Macmillan.  1906. 
Bvo.    pp.  111,446. 

[Rae's  book  appeared  in  1884, 
but  his  views  long  failed  to  receive 
due  credit.  The  present  edition 
has  been  prepared  with  scholariy 
thorousimess  by  Professor  Biixter 
of  the  Universi^  of  Vermont.] 

RiNGixB  (J.  E.).  Der  Abb6  de  St. 
Pierre,  ein  l^ationalokonom  dee 
XVnL  Jahrtiunderts.  Karlsruhe: 
G.  Braun.  1906.  8va  pp.  186w 
2.80  m. 
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SCHMOLLBB  (G.).  Piiiicipet  d'ta>- 
nomtepcdraqne.  L  Pftrtie2Tome 
IL  'mnalalad  by  O.  PlftUm. 
Fiult:  GUidetBri^re.  Sra  pp. 
001.    10  fr. 

[The  second  Tolimie  of  the 
Ftaoeh  tnuithuton  alraedy  notloed 
in  these  peges.] 

flcanrneKB  (P.).  Qesehidite  der 
Mftttonaldkonomlk,  In  Mono- 
cmphien  fiber  Colbert,  Tnrcot, 
tahh,  Marx.  TheU  HI.  In- 
dtTidnalismns  tod  Smith.  B»- 
▼ensbug:  F.  Keber.  100&.  Syo. 
pp.  271.    4  m. 

SsuoMAir  (E.  B.  A.).  Prindplee 
of  Economics.  New  York:  Long* 
mans,    Grsen.     1906.    Syo.     pp. 

esa  $2.00 

[Intended  for  the  college  stn- 
dent  and  the  general  reader. 
Order  of  treatment  is,  L  Introdno- 
tion,  fondamental  concepts,  eco- 
nomic law  and  method;  U.  Natn- 
ral  enTinmment,  population,  eco- 
nomic history,  history  of  economic 
thoo^t :  m.  Value,  production, 
distrlbiition,  exchange;  lY.  Rela- 
tion of  government  to  industry, 
relation  of  poverty  to  progress. 
Many  charts  and  tables  refer  to 
Amnlcan  conditions.] 
SvpiHO  (C).    Frindpi  di  economia 


politica.    Second  edition.  Ki^les: 

LPierro.    1006.    12mo.   pp.661. 
Talamo  (S.).    La  schiavittl  secondo 

ipadridellachiesa.    Bome.    1006. 

Syo.    i^  62. 
Yboohio  (G.  del).    Prodotto  netto 

e  monopoUo.    Bologna:  A.  Ko^ 

1006.    Syo.    pp.  188. 

in  PeriodieaU. 

Bbksciahi  (C).  Dell*  inilnensa 
delle  condizioni  economiche  solla 
forma  della  cnrra  dei  redditL 
Giom.  degU  Scon.,  Aug. 

Chatkulih  (L.).  j^ox  sens  dn  mot 
capitaL    Bev.  d'Econ.  PoL,  Aug. 

CmnmreHAM  (W.).  Unconscions 
Assomptions  in  Economics.  Pop. 
Sd.  Monthly.  Oct.  [An  address 
before  the  Economic  section  of 
the  British  Association  for  the 
Adyancement  of  Science.] 

Habbaoh  (W.).  Germain  Gamier 
als  enter  Anfsteller  der  Abetinenx- 
theorle.  Jahrb.  f.  Gesetig.,  1006, 
Hefts. 

Spakh  (O.).  UntersQchmigen  fiber 
den  Gesellschaftsbegriif  sor  Ein- 
leitnng  in  die  Sosiologie. 
Zeit8(£r.  f.  d.  see.  Staatsw.,  1006, 
Heft  8.  rConcTodine  article,  deal- 
ing with  Schfiffle  and  Dilthey.] 


n.    THE  LABOB  PBOBLEM. 


AmitaI  (L.  EL).  La  sodologid  selon 
la  legislation  Joive  appUqu^  k 
r^po^pie  modeme.  Conciliation 
dee  antitheses  sodales.  Paris: 
Flschbacher.  1006.  8vo.  pp.  268. 
6fr. 

CiACOio  (C).  La  qnestione  sodale. 
Palermo:  Bemo  Sandron.  1006. 
lOmo.    pp.  102.    2.50  1. 

Commons  (J.  R,  editor).  Trade 
Unionism  and  Labor  Problems. 
Boston:  Ginn  A  Co.  1006.  8to. 
pp.Tii.  612. 

[In  the  series  of  ^'Selections  and 
Documents  in  Economics,"  edited 
by  W.  Z.  Ripley.  Provides  supple- 
mentary reading  for  courses  of  in- 
stroction  in  the  labor  problem.] 

CoBMiSB  (C.  du).  Les  caisses  syn- 
dicales  de  chomage  en  France  et 
k  P^tranger.  Paris:  Chevalier. 
8TO.    pp.  246.    6  fr. 


Dkixx>ubt  (R).  Les  r^sultats  de 
Tassurance  rantre  les  accidents 
du  travaiL  Etude  de  droit  com- 
part. Paris:  Bousseau.  1006. 
8vo.    pp.  802. 

Faovot,  MnxsBAHB,  et  Stbohl. 
La  dur^e  legale  du  travail.  Dee 
modifications  k  apporter  k  la  loi 
de  1000.  Paris:  Alcan.  1006. 
16mo.    pp.  207.    2.50  fr. 

FnrcKH  (E.).  Handlexikon  der 
sosialen  €ksetsgebung.  Berlin: 
A.  Unger.    1006.    8vo.    7  m. 

[A  manual  for  employers,  work- 
men, and  oifldals,  on  German 
labor  leffislation;  containing  con- 
cise arucles  arranged  alphabeti- 
cally.] 

Fbanohx  (Gk>.  Habitations  k  bon 
march^.  Efements  de  construc- 
tion modeme.  Paris:  Dunod. 
1006.    8va    pp.  620.    0  fr. 
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Galulbd  (F.).  L'hygl^ne  de 
roavrier  anz  BUts-Unis.  Pftris: 
Berser^Leyraalt.  1906.  dva  pp. 
218.    7.60  fr. 

GUABNIXBI-yBHTIMieiJA    (A.).      I 

conflita  sociaU.    Turin:   Fratelli 
Bocca.    1906.    Bvo.    pp.276.    7L 

Hkbbok  (B.  UX  Labor  Omtni- 
aaUon  among  Women.  [In  uniT. 
of  Illinois  Studies,  toL  1.]  Ur- 
bana:  Univ.  Press.  1906.  8ya 
pp.  70.    $1.00. 

[A  careful  and  very  useful 
study.] 

HoLLAKDBB  (J.  H.).    Trade  Unions 
in  America.    Holt. 
[Announced.] 

ISTBL  (P.).  L'assurance  contre  la 
maladie  en  Allemagne.  Paris: 
Larose.   1906.  Sro.   pp.847.   6fr. 

Jttbti  (H.).  Papers  and  Addresses 
on  Phases  of  the  Labor  Problem. 
Springfield,  HI.:  The  Author. 
1906.    8vo.    pp.  80. 

[Beprinted  papers  by  the  well- 
known  Ck>mmi88ioner  of  the  Illi- 
nois Coal  Operators*  Association, 
on  the  open  shop,  trade  agree- 
ments, and  labor  proUems  in  the 
South.  A  correspondence  with 
President  Eliot  on  trade  agree- 
ments is  included.] 

ELt^ss  (P.).  Die  ftlteste  deutsche 
GewerkBchaft:  Die  Tkbak-  und 
Zigarrenarbeiter  bis  sum  Brlasse 
des  Sozlalistengesetzes.  Karls- 
ruhe: Braun.  1906.  8Ya  pp. 
73.    2  m. 

[In  Volksw.  Abhandl.  der  ba- 
dischen  Hochschulen.1 

Lacombb  (E.  et  M.).  Les  retraites 
ouyri^res.  Paris:  Kousseau.  1906. 
8vo.    pp.  687.    10  f r. 

Labokzb  (G.).  La  representation 
des  int^r^ts  coUectifs  et  Juridiques 
des  ourri^rs  dans  la  grande  In- 
dustrie. Paris:  Bousseau.  1906. 
8fr. 

HoNTBMABTiNi  (G.).  La  douua 
nell'  industria  itallana.  Studi  di 
demografia  e  di  economia  indus- 
triale.  (Pubblicazione  del  mlnls- 
tero  d'  agricoltura,  industria,  e 
commercio.  Ufficio  del  lavoro.) 
Bome:  Bertero.  1906.  8vo.  pp. 
224. 

Pabof  (G.  G.).  Hygiene  et  s4curit6 
du  travail  industrieL  Paris:  Du- 
nod.    1904.    8vo.    20  fr. 


PoPDTBAU  (A.).  La  protection  du 
travail  dans  Pindustrie  et  le  com- 
merce, avec  une  preface  de  B. 
Waddington.  Paris:  Marchal  et 
Billaid.    1906.    lOmo.    6fr. 

Batnaud  ( B. ).  Une  Industrie  sans 
graves.  Les  mines  anglaises, 
12mo.    8  fr. 

BttMBLiN  (G.).  Dienstvertrag  und 
Werkvertiag.  Tubingen:  J.  G.  B. 
Mohr.  1906.  8vo.  pp.820.  6m. 
[Partly  on  the  le^.  partly  on 
the  economic  and  social  aspects  oi 
the  labor  contract  The  author  is 
professor  of  law  at  Freiburg.] 

SoHSBMA  (G.).  La  teoria  econo- 
micadellacooperasione.  L  IfattI 
dcdla  cooperaxione  nei  prindpali 
statL    Palermo:  Beber.    1906. 

Schmidt  (C).  Die  Au|gaben  u. 
die  Th&tigkeit  der  deutschen  In- 
vididenversicherung  in  der  Ar- 
beiterwohnungsfrage.  Cologne: 
P.  Neubner.  1906.  8va  pp.  226. 
8.60  m. 

In  PeriodicaU. 

Baixod  (C).  Beitrage  sur  Frage 
nach  der  Produktivitat  der  Arbeit 
und  der  Bevolkerungsvertellung 
auf  die  verschiedenen  Brwerbs- 
zweige.  L  Die  Produktivitat  der 
Arbeit  in  der  Landwirtschaft. 
Jahrb.  f.  Gesetzg.,  1906,  Heft  8. 

Cabonoini  (A.)  and  Mabchxtti 
(L.).  Le  oondizioni  del  lavoro 
nell'  industria  del  laterizL    Giom. 


degli  Econ.,  Sept  (An  interest- 
ing brief  study  of  labor  in  the 
biick-maklng  industry  in  Italy.] 

GouGH  (G.).  The  Wages-Board  of 
Victoria.  Econ.  Joum.,  SesgL 
[A  highly  unftkvorable  Judgment 
on  thb  experiment  in  State  de- 
termination of  wages;  but  the 
temper  of  the  article  raises  suspi- 
cion as  to  its  impartiality.] 

Laib  (M.).  IjCS  graves  d^ouvri^rs 
agricoles  dans  le  mldi  de  la  France. 
Ann.  des  Sci.  PoL,  Mav. 

LoBiN  (H.).  Les  condiuons  du  tra- 
vail rural  en  Andalousie.  Mus. 
Soc,  Aug. 

Maodison  (P.).  The  Co-operative 
Congress.  Econ.  Bev..  July.  [An 
account  of  the  annual  meeting  at 
Paisley.] 

MiTCHBLL  (I.  H.).  Organised  La- 
bor and  the  Unemployed  Problem. 
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inneteenth  Cent.,  July.  TAnthor 
li  Seeretorr  of  the  General  Feder- 
alkm  of  Trade  Unions  in  Great 
Britain.] 

K.  B.  The  Right  to  Employment. 
WeetDL  Bey.,  Jnly.  [Maintains 
that  the  institntion  of  priyate 
property  deprtres  men  m  this 
rig^t.] 

PAourm  (L.).  Un  dmitero  di 
cooperative.  Giom.  degli  Scon., 
SepC  [A  stody  of  the  nomerons 
fUJnree  of  co-operative  societies  in 
Borne.] 

Pattoh  (F.  JJ.  Has  Pauperism 
Beelined?  Westm.  Bev.,  July. 
[Yes.] 

Pbato  (G.).  Tra  scioperi  e  serrate. 
Bifimna  Soc,  June.  [A  surrey 
of  some  recent  strike  statistics, 
the  ItaUan  strikes  of  1901,  the 
French  of  1908,  and  the  great 
strike  at  MarseUles  in  1904.] 

BooQUiOKT  (Ch.  de).  Le  mouve- 
ment  coop^ratlf  en  Hongrie.  Mus. 
Soc.,  Jnly. 

SxixxBS  (Bdith).  How  Poor-law 
Gnardians  spcmd  their  Money. 
Nineteenth  Cent,  Sept.  [A  criti- 
cal and  illominating  aoconnt.] 

SnxBKB  (P. ).  Die  sogelassenen  he- 
sonderen  Kasseneinnchtongen  im 


Bahmen  der  reichsgesetzlichen  In- 
yalidenversichemng.  Ann.  des 
Deatsch.  Beichs,  1906,  7  and  8. 

ToTVBSB  (H.  v.).  The  Problem 
of  the  Unemployed.  Bcon.  Bey,, 
July.  [Advocates  a  combination 
of  remedial  measures,  but  ex- 
presses no  belief  in  their  snffl- 
cien<7'.] 

Tbobltsch  (W.).  Die  hessische 
wirtschaftspolitische  Gesetz- 

sebong  im  Jahre  1902  and  ihre  bis- 
herigen  Erfolge  (insbes.  die  Lan- 
deshypothekenbank  and  die  Pflexe 
des  Kleinwohnannhaas).  Jahrb. 
f.  Gesetzg.,  1906,  Heft  8. 

YxBNKT  (B.).  Iniquities  of  Poor- 
law  Administration.  Contemp. 
Bev.,  Oct 

WiBBOiBLAKD  (A.  M.).  History  of 
the  Working  Classes  in  France, 
1789-1870.  Joum.  Polit  Econ.. 
June.  [An  extensive  review  of 
the  last  two  volumes  of  Levas- 
seur's  monumental  workJ 

Woods  (B.  A.).  Social  Work:  A 
New  Profession.  Intern.  Joum. 
Etbi<^  Oct  [A  paper  read  before 
the  Harvard  Ethical  Society  on 
social  work  as  a  form  of  public 
service.] 


m.    SOCIALISM. 


Hamoh  (A.).  Sodalisme  et  an- 
archisme.  Avec  preface  d*A. 
Naqnet  Paris:  Sansot  1906. 
ISmo.    8.60  fr. 

BouLiTD-HoLST  (EL).  General- 
streik  n.  Sosialdemokratie.  Mit 
Yorwort  von  Karl  Kautsky. 
DrcMlen:  Kaden  A  Co.  1906. 
8va    pp.  182.    1.20  m. 

[**Generalstreik*'  is  such  as 
aims  at  social  revolution.  The 
book  gives  historical  accounts  of 
such  strikes  in  Belgium,  Sweden, 
Italy,  Holland,  and  Bussia.  The 
author,  as  well  as  the  editor,  ad- 
vocates them  as  socialistic 
weapons.] 

SoRKi.  (G.).  Introduction  de  V^eo- 
nomie  modeme.  Paris:  Jacques. 
1906.    18mo.    8.60  fr. 

[BibUoth^ue  d'^todes  sodal- 
latet.] 


In  Periodicals. 


Bbbbk8(S.H.).  a  Social  Beformer 
of  the  Days  of  the  Commonwealth. 
Westm.  Bev.,  Sept  [Befers  to 
Gerrard  Winstanley,  the  leader 
of  the  ^'Digger  movement^*] 

Bbbthbau  (P.).  Bandbemerk- 
ungen  eines  Industriellen  zu  den 
Theorien  des  Karl  Marx.  IIL 
Zeitschr.  f.  Socialw.,  May.  [A 
sharp  criticism  of  Marx's  theory 
of  valuej 

CiosBO  (P.).  D  panificio  munici- 
pale  di  Catania.  Giom.  degli 
Scon.,  Julv.  [A  statistical  ap- 
pendix to  the  articles  on  the  sub- 
ject in  preceding  numbers.] 

BiaNAHO  (E.).  Partito  sodalista 
unico  o  partiti  proletari  molte- 
plid?    Biiorma  Soc,  Aug. 

TXKKBBLU  (F.  G.).     La  municipal- 
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iiwuiona  del  ptna.  Studio  mil 
puilfldo  mimleiMle  di  Catania 
con  rUerimento  alia  panifieaslona 
comnnale  di  Palenno.  Blf6rma 
Soc,  Jnly,  Aug.  [A  competent 
acooont  of  a  municipal  enter- 
priM  which  has  excited  much  in- 
terest in  Italy.] 


Tbvxbbixi  (F.  G.).  La  mnnidpal- 
isation  dn  pain  k  Catania.  Jooni. 
dee  Soon.,  Sept.  [The  story  of  a 
goremment  bakery  established  in 
a  socialistic  commnne.] 

UHBieNXD.  A  Modem  UU^ia. 
Sdin.  Bey.,  Jnly.  [A  reriew  of 
Mr.  Wells's  book.] 


IV.    LAHD  AMD  AGBABIAM  PBOBLEMS. 


AHTOirxuj  (E.).  La  TOt>tection  de 
la  yitlcnltore  par  V6t»t.  Paris: 
Cheyalier  et  Riviere.    8vo.    7  tr. 

CoHTi  (B.).  La  proprietk  fondieria 
nel  passato  e  nel  presente.  Milan. 
IWS.    12mo.    pp.402.    8.60 L 

Fbi«liibb  (Fr.l.  Das  System  der 
Bentengfiter  n.  seine  Anwendnng 
inUngam.  (Preisgekrdnt.)  Ber- 
lin: Pattkamer  n.  MOhlbrecht. 
1905.    8to.    pp.  184.    4  m. 

Gboss  (E.).  Landwirthschaftliche 
Beiseeindrflcke  ans  dem  Osten 
▼on  Nordamerika.  Bericht  fiber 
Studienreise  in  1904.  Tetschen: 
O.  Henckel.  1906.  8to.  pp. 
108.    1.00  m. 

GBttKSB  (E.).  Stndi  sulle  condi- 
sioni  del  contadino  in  Lombardla. 
(In  Annuario  della  istitosione 
agraria  dott.  A.  Pcmti,  VoL  V.) 
l&lan.    1906.    8vo. 

HiBBABD  (B.  H.).  The  Historyof 
Agricoltore  in  Dane  County,  Wis- 
consin.   Madison:  Univ.  <n  Wis. 

1904.  Sto.    pp.  140.    75  coits. 
[A  careful  study.    In  Bnlletins 

ofUniv.  of  Wis,] 
MoLTKNi  (O.).    Gil  affitU  coUettiTi 
e  la  loro  importansa  aodale.  Note 
storico-critico-statlstiche.    Milan: 

1905.  16mo.    pp.  151. 
MoirKiKR  (A.).    Les  acddento  dn 

travail  dans  ragricoltme  et  la 
KgislaUon  anglalse.  Paris:  La- 
roee.    1905.    Svo.    pp.  204. 

Taylor  (H.  C).  Introduction  to 
the  Study  of  Agricultural  Eco- 
nomics. New  York:  Macmillan 
Company.  1906.  12mo.  pp. 
827.    $1.26. 

[The  first  satislkct<Nry  American 
treatise  upon  the  economics  of 
agriculture.  An  excellent  work, 
available  for  class-room  purposes.] 

TouB  (Comta  Imbart  de  la).  La 
production,  T^evage,  el  le  com- 


merce dub^taiL  Paris:  Chevalier 
et  Bivi^re.  1906.  8vo.  pp.  408. 
6fr. 
Tbooh(B.).  Diewiithsch.  Bedea- 
tung  des  staatlichen  und  piovtiH 
sMlen  Bodenkredit-institiita  in 
Deutschland.  Jena:  G.  Fischer. 
1906.  8vo.  pp.100.  8.50m. 
[In  Conrad's  Abhandlungen.] 

LuPeriodUaU. 

Abucoo  (A.)  and  Courrn  (F.). 
I  viticultori  e  11  dasio  sul  grano. 
Biforma  Soc,  June.  [An  answer 
to  Coleta*s  May  arUde  with  the 
hitter's  reply.] 

BuTTEBFisLD  iK.  L.).  The  Sodal 
Phase  of  Agncultural  Educatlcm. 
Pop.  Set  Monthly,  Aug. 
[Agricultural  educati<m  shouM 
aim  not  simi^  at  greater  produc- 
tive efficiency,  but  **to  maintain 
the  best  poesible  status  for  the 
fttrming  class.''] 

Chbebtopf  (S.).  LeorMitagricole 
en  Bulgarie.  Bev.  Boon.  Intern., 
July. 

DoBUM  (J.).  Co-operation  in  Irish 
Ag^culture.  westm.  Bev., 
Sept  [A  review  of  Sir  Horace 
Plunkett's  ''Ireland  in  the  New 
Century."] 

Lawbknob  (F.  W.  p.).  Measures 
that  should  accompany  Land 
Taxation.  Ind.  Bev.,  S^i. 
[Wo^s  out  some  of  the  necessary 
administrative  details  of  the 
single  tax.1 

PxmoLKBi  (A.).  Le  condisiimi  del 
salariato  agrteolo  in  provinda  di 
Ca^iarL  L  Giom.  d^  Econ., 
Aug. 

Bui>u>FF  (H.  L.).  Studien  fiber 
den  Pariser  GetreiddiandeL  Die 
Mimatspreise  des  Getreides  in 
Bsris    imter    dem    Binflnss   der 
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B5IM.  Jahrb.  t  Nat.  Oek., 
A^.  [Holds  that  speculation 
ngolariy  Inflnimcfw  wheat  prices, 
ana  in  less  degree  the  prices  of 
ocher  cereals,  to  the  disadvantage 
of  the  STower.] 

SAMflOH-HTinfKTJITJBByA   (K.    ▼.). 

Die  mmattxe  Agtargesetsgelmng  in 
Urland,    mit     Ansblicken     aof 


.^und  Agrarrer^ 
ItniMe  in  DentscbUnd.  Zeitschr. 
f.  Sodalw.,  Maj,  Jnne,  July. 
Shbimptov  (R.  J.).  Land  Settle- 
ment System  in  Canada.  Nat. 
Bev.,  Augost.  [Criticises  the 
present  method  m  disposing  of 
the  public  lands  as  '^thriftless  and 
nnsatisfactory.'*] 


V.    POPULATION  AND  MIGRATION. 


FARAeoiAKA(  O.).  L^emigrazione: 
studio  economico  legislativo.  Em- 
polL    190&.   lan^  pp.249.  2.50L 

6uiiJ:x>n  (J.)*  Btoae  d'^conomie 
miale  et  sodale.  L^^miaation 
des  campagnes  vers  les  yliles  et 
see  oonseqoences  ^conomiqnes  et 
■oeiales.  nuris:  Bonssean.  1906. 
Sya    pp.  506.    12  f r. 

KBf.T.KH  (Fr.)  BeTolkeronsspolitik 
nnd  christUche  Moral.  Freiburg 
L  B.  1906.  avo.  pp.  218.  8  m. 
[Published  by  the  Charitats- 
▼ertiand  fOr  das  katholische 
Deutschland.] 


In  Periodieala. 

BsvsDVOB  (A.).  Capitalipersonalie 
▼mlore  eoonomico  derii  emimntL 
Glom.  degli  Scon.,  July.  [A  de- 
fence of  Engel's  method  against 
Goletti's  critfcism.1 

Caxltle  (M.).  The  Birth-rate 
(1906).  Westm.  Bey.  [Argues 
that  a  declining  birth-rate  is  not 
to  be  deplored.] 

CAsneuoirK  (G.  E.  di  P.).  Italian 
Immigration  into  the  United 
States.  Amer.  Joum.  SocioL, 
8fpL  [A  TaluaUe  statistical  study 
with  discriminating  discusrion.] 

OoiiXm  (F.).  Ancora  del  costo  di 
produxione  dell'  uomo  e  del  valore 
aconomicodes^emigrantL  Giom. 
de^  Econ.,  Aug.  [A  reply  to 
ouidsms.] 


Fbhukokb  (H.  U.).  Das  Einwan- 
derungsproblem  in  den  Verelnig- 
ten  Staaten.  Archly  f .  Bassen- 
und  Gesellschafts-Biologie,  Heft 
8.1906.  [AbriefsUtisticalarUde. 
Finds  the  strict  exclusion  of  un- 
desirable immigration  justifiable.] 

Nim  (F.  S.).  n  bihtncio  dell*  emi- 
eraxione.  Biforma  Soc.,  July. 
rA  speech  before  the  Italian  Par- 
liament in  furtherance  of  un- 
restricted emigration.! 

PsiHziNG  (F.).  Die  kleine  Sterb- 
Uchkeit  des  weiblidien  Ge- 
schlechts  in  den  Kulturstaaten 
und  ihre  Ursachen.  Archly  f. 
Bassen-  und  Gesellschafts-Biolo- 
gie, Heft  2  and  8, 1906. 

Bauohbsbo  (H.).  Ueber  die  Ent- 
wickelung  der  Beyolkerung  B5h- 
mens  im  19.  Jahrhundert.  Mlt- 
teilungen  des  Vereins  fur  Ge- 
schlchte  der  Deutschen  in  Bohmen, 
1905,  No.  IV. 

Samxjvl  (Herbert,  M.P.).  Immi- 
gration. Econ.  Joum.,  Sept.  [An 
essay  on  the  restriction  of  inunl- 
gration.  No  uniyersal  rule  can 
be  laid  down:  in  case  of  uncer- 
tainty the  presumption  should  be 
f6r  freedom.] 

ScHOUBFiKLD  (Guy  H.).  The 
White  Peril  in  Australia.  Nine- 
teenth Cent.,  Aug.  [An  arraign- 
ment of  the  Australian  policy  of 
excluding  alien  races.] 


VL    TBANSPORTATION. 


Bkhbkvs  (H.  O.).  Grundl 
Xntwickelung  der  regelml 
deutschen  SchUbihrt  nach  Slki- 
amerika.  Halle:  Gebauer.  8yo. 
1^188. 

[A  study  of  the  growth  of  Ger- 
man shipping  in  this  direction, 


with  an  account  of  the  general 
trade  conditions,  foreign  riyals, 
probable  effects  of  the  Panama 
canal.  Published  in  a  series  of 
Hefte  angewandter  Geographic, 
edited  by  K.  Doye.] 
Gbippon-Lamotts  (L.).    Histoire 
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da  rettAn  det  cbonins  de  fer  fran- 
^ais.  Paris:  Dimod.  1906.  aro. 
pp.  549.    7.60  fr. 

OB068CUP  (P.  S.).  A  Simple  and 
Sore  Solation  of  the  Tiausporta- 
tion  Problem.  New  York:  Freifl^t 
Pub.  Co.    1906.    pp.22. 

[Propoeee  a  separate  com!  to 
dMil  with  transportation  prob- 
lem.] 

Haikbs  (H.  8.).  Bestrictiye  Rail- 
way Legislation.  New  York: 
MacmUlan.  1906.  8yo.  pp.  866. 
$1.26. 

[Contains  twelve  lectures,  by 
an  experienced  railroad  manager, 
npon  railway  organization,  man- 
agement, and  controL  **  Tne  ob- 
Yloos  policy  is  to  recognise,  as  a 
fundamental  principle,  private 
ownership  under  government  su- 
pervision, corresponding  to  the 
public  nature  of  the  functions 
that  the  corporations  are  expected 
to  discharge.'*] 

MsTKB  (H.  li).  Government  Regu- 
Ution  of  Railway  Rates:  A  Studv 
of  the  Experience  of  the  United 
States,  Oermanv,  France,  Austria, 
Hungary,  Russia,  and  Australia. 
New  York:  MacmUlan.  1906. 
8vo.    pp.  613.    $1.50. 

[A  book  showing  thorough  in- 
vestigation, wide  information,  and 
independent  Judgment;  to  be 
reckoned  with  in  future  discus- 
sion. The  conclusion  is  uncom- 
promisingly against  government 
regulation  in  any  form.  The 
author  is  assistant  professor  at  the 
University  of  Chicago.] 

NswcoMB  (H.  T. ).    The  ResuUtion 
of  IntersUte  Railways.    Washing- 
ton:  B.  8.  Adams.     1905.    8vo. 
pp.28. 
[Opposes  further  regulation.] 

.    Who  own  the  Railroads? 

Wadiington:  Crane  Company. 
1905.    8vo.    pp.  18. 

[A  study  of  the  distribution  of 
stock  ownership.] 

.    Railway   Kate    R^ralation 

in  Foreign  Countries.  Washing- 
ton: G.  £.  Howard.  1906.  8vo. 
pp.  88. 

[Draws  conclusions  unfavorable 
to  regulation.  ] 

■  The    Federal   Courts   and 

the  Orders  of  the  Interstate  Com- 


merce Commission.    Washington : 
Gibson.    1906.    8vo.    pp.200u 

[A  review  unfkvorame  to  the 
Commission.] 

Rbhtt  (S.  de).  Lee  chonins  de  fer 
ooloniaux  en  Afrlque.  Troisi&me 
partie.  Chemins  de  fer  dans  lea 
colonies  fran^aises.  Paris:  Rod»- 
val.    1906.    18mo.    pp.580.    5fr. 

Ykbein  FttB  SoziAL-PoLinK.  Dio 
SchifFahrt  der  deutschen  8tr5me: 
Abgabenwesen,  Rcmlierungskoe- 
ten,  Verkehrsverhiltnisse.  3 
Band:  Beitrige  von  W.  Nasse, 
F.  Schulte,  A.  Wirminghaus. 
liCipzig:  Dnncker  A  Humblot. 
1906.    8vo.    pp.665.     12.20  m. 

WxsDBRMANN  (C.  P.).  Die  se- 
schichtliche  Entwlckelung  der 
schweizerischen  Eisenbahngesetz- 
gebung.  Zurich:  Schultben.  1905. 
8vo.    pp.  115.    2.40  m. 

In  PeriodieaU. 

AcHABD  (A.).  Le  rachat  dee 
chemins  de  fer  en  Suisse.  Rev. 
d*£con  PoL,  Aug.,  Sept.  [In 
general,  oopoeed  to  government 
ownership.] 

Bbssoiaiti  (C).  Die  Bisenbahn- 
f rage  in  Italien.  Archivf.  Eisenb., 
Sept,  Okt.  [An  authoritative 
statement  of  the  results  of  the 
Italian  leases  of  1885  and  the  pres- 
ent situation  at  their  conclusion.] 

BuRPBX  (L.  J.).  How  Canada  is 
solving  her  Transportation  Prob- 
lem. Pop.  ScL  Monthly.  Sept. 
[An  interesting  descripuve  ar- 
ticle.] 

Cavalissi  (G.).  La  riforma  della 
tariffa  posUle  in  Italia.  Riforma 
Soc,  June. 

.    Riforma  delle  tariffe  tele- 

grailche.    Riforma  Soc,  Aug. 

Dezok  (F.  H.).  Publicity  for  Express 
Companies.  Atlantic  Monthly, 
July.  [Calls  attention  to  the  in- 
adequate publicity  in  a  common 
carrier  service.] 

RiPLST  (W.  Z.).  President  Roose- 
velt's Railway  Policv:  L  The 
Problem;  IL  Remedies.  Atlan- 
tic, Sept.,  Oct.  [The  "  Problem  " 
is  relau?ely  unreasonable  rates,  of 
which  examples  are  freelv  given. 
Among  the  *' Remedies,"  the  chief 
is  to  so  increase  the  Interstate 
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Coninieroe  Commiafion's  power 
that  its  ifttos  shftll  obtain  until 
pMtad  upon  by  the  Judiciary.] 

.    ChangM  in  Ballroad  Con- 

dltlona  dnce  1887.  The  World*s 
Work,  Oct  [A  comparison  of 
conditions  in  1887  and  1905  as 
bearing  upon  legislation.] 

SoHMii>T  (A.).  Die  Tarlfe  der 
deotschen  Beichs-Post- and  Telo- 
graphenTerwaltnng.      Flnanz-Ar- 


ehly.  22,  8.    [An  ezhanstiye  In- 

yestiigation.] 
Schmidt  (G.  H.).    Die  Oberrhein- 

schiffahrt.     Ann.   des    Dentsch. 

Reichs,  1906,  7  and  8.    [Treats 

the  history,  methods  of  improving, 

and  regolation  of  this  traffic.] 
Tajani  (P.).      L'ezploltation  par 

r^tat  des  chemins  de  fer  itallens. 

Ber.  Econ.  Intern.,  Aug. 


VU.    FOBEIGN  TBADB  AND  COLONIZATION. 


BowLXT  (A.  L.).  Bngland's  For^ 
eign  Trade  in  tne  Nineteenth  Cen- 
tiuy.  Berised  edition.  London: 
Swan,  Sonnenschein.  1906. 
12mo.    pp.  166.    2t.  6d. 

[A  revised  edition  of  a  nsefol 
sketch  of  the  development  of  Bng- 
Uth  commerce  and  policy  daring 
the  period  in  aaestion.  The  re- 
vision is  Intenaed  to  place  the 
volame  abreast  of  carrent  discas- 
skms  of  the  fiscal  qoestion.] 

HoFFMAK  (P.).  Die  deatschen 
Kolonlen  in  Transkankasien. 
Berlin:  D.  Beimer.  1906.  8vo. 
pp.802.    6m. 

[An  interesting  acoonnt  of  oer- 
tam  colonies,  founded  in  Trans- 
Cancasla  in  1816-17  by  Worttem- 
berg  emigrants,  and  still  flourish- 

in&J 

Lbqxjx  (H.).  Les  zones  franches 
de  la  Haute-Savoie  ei  du  {Mtys  de 
Gex.  Paris:  Larose.  1906.  8vo. 
pp.  147.    4  fr. 

MUEKXB(B.).  History  of  Shipping 
Subsidies.  Pub.  of  Amer.  Econ. 
Assoc,  1906.  New  York:  Mao- 
millan.    1906.    8vo.    pp.  229. 

[A  careful  investigation  of  the 
bistorv  and  worklngof  subsidies 
in  all  countries.  The  aathor*s 
condusion  is  unfavorable  to  sub- 
sidies.] 

Paixaih  (J.).  Les  changes  ^tran- 
ff^res  et  les  prix.  Paris:  Guil- 
Gtumin.    1906.    8vo.    pp.  170. 

[Traces  the  history  ox  and  re- 
▼iews  recent  attacks  upon  the  cur- 
rent theory  of  the  equilibrium  of 
the  international  exchanges.  Then 
undertakes  an  extensive  examina- 
tion of  facts  concerning  the  world's 


commerce.  Condodes  that  the 
facts  tend  to  support  the  current 
theory.] 

Baffalovich  (A.).  Le  commerce 
entre  U  France  et  U  Bussie,  1887- 
1908.  Sutistique  compar^e.  Pa- 
ris.   1904.    8vo.    pp.  191. 

BxiNSOH  (P.  S.).  Colonial  Ad- 
ministration. New  York:  Mac- 
millan.  1906.  12mo.  pp.  422. 
♦1.60. 

[Aims  to  present  the  chief  prob- 
lems confronting  colonial  eovem- 
ments  and  the  methods  thus  far 
adopted  of  solving  these  problems. 
Most  of  the  space  is  devoted  to 
economic  problems.  ] 

Schwab  (Marie).  Chamberlain's 
HandelspollUk.  Mit  einleitenden 
Vorwort  von  Prof.  Dr.  Adolf 
Wagner.  Jena:  G.  Fischer.  1906. 
8vo.    8  m. 

Smith  (J.  B.).  The  Organisation  of 
Ocean  Commerce.  [Publication 
of  University  of  Pennsylvania,  No. 
17.]  Philadelphia:  Univ.  of  Penn. 
1906.    8vo.    pp.166. 

[A  thorough  investigation  of  an 
important  subject] 

Tkbbbl  (H.)  et  tiBJxuirB  (H.). 
Traite  des  operations  commerdales 
debanque.  Paris:  Masson.  1906. 
8va    pp.  662.    8  fr. 

Wnxis  (H.  P.).  Our  Philippine 
Problem.  New  York:  Henry 
Holt  1906.  12mo.  pp.  xUL 
479. 

[A  valuable  work.  Gives  re- 
sults of  author's  personiJ  investi- 
gations, and  from  an  unofficial 
point  of  view.  Devotes  much  at- 
tention to  social,  economic,  and 
financial  conditions.] 
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Im  PeriodieaU. 

Bbhiht  (B.).  PoUUca  doganale. 
Rifbrma  Soc,  July.  [A  comma* 
nicatioii  to  the  reeent  oongress  of 
the  Italian  radical  party.  AdTO- 
catee  tariff  reform,  with  the  con- 
tinnanoe  of  protection  to  the  mar- 
ginal indoitnes.] 

Cabltls  (W.  w.).  The  Doable 
Bzchanse  Theory.  Boon.  Bey., 
Joly.  FAttacks  the  doctrine  that 
domestic  trade  if  more  profitable 
than  fbreign.] 

Cabbykb  (A.  P.)*  Protection  and 
the  Unemployed.  Weetm.  Ber., 
July.  [D^olishet  the  argument 
that  protection  increases  employ- 
ment] 

Dawsoh  (W.  H.).  The  German 
WorUngman  and  Protection. 
Gontemp.  Ber.,  Oct.  [Shows  the 
consequences  of  agrarian  protec- 
tion to  be  almost  tiagic.] 

DiXTZKi.  (H. ).  Die  * *enorme  Ueber- 
bilanz**  der  Vereinigten  Staaten. 
Jahrb.  f.  Nat  Oek.,  Aoff.  [An 
able  anti-protectionist  analysis  of 
our  *  favorable  balance  of  tnuie.*'] 

DiesT  (W.  P.).  The  Engineering 
Import  Trade  of  Canada.  Westm. 
Ber..  Ang.  [Snb-title,  '^Imports 
and  Incidence  of  the  Tariffs.'^] 

BwABT  (J.  S.).  Mr.  Chamberlain's 
PropoMls  and  Canada.  Monthly 
Boy.,  Sept  [Beiects  the  idea  of 
a  united  empire,  but  proTisionally 
indorses  a  scheme  for  preferential 
tariffs.] 

F6LLKTT  (C.  J.).  The  Bevenue  As- 
pects of  Fiscal  Beform.   Nat  Bey., 


Sept  [A  spread-eagle  appeal  to 
the  **big  Enghmd'*  sentiment] 

OiBsm  (B.).  La  politica  delle 
libere  importadoni.  Giom.  degU 
Boon.,  Aug.  [An  uncompromis- 
ing free-trsde  sdyocacy.] 

Haxiltoh  (W.  D.).  Fiee  Trade 
V.  Protection.  Westm.  Ber.,  Aug. 
[A  free-trade  yiew.l 

HoBSOH  (J.  A.).  Occupations  of 
the  People.  Contemp.  Ber.,  Aug. 
[Discusses  particularly  the  relation 
of  the  foreign  trade  to  general  in- 
dustry.] 

LusBHBKT  (P.).  Der  soUfreie  Yer- 
edlungsrerkehr  in  Oesterreich-Un- 
gamundderSchweiz.  L  Zeitschr. 
x.  Social w.,  Aug. 

Pieou  (A.  C).  Professor  Dietiel 
on  Dumping.  Econ.  Joum.,  Sept 
[A  critiod  examination  of  certain 
theoretical  aiguments  advanced 
by  Dietsel  in  the  Economic  Journal 
and  in  his  book  on  Vergeltongs- 
«6Ue.] 

Showdsh  (J.  K.).  Com  Law 
Memories.  Contemp.  Bey.,  July. 
[First-hand  accounts  gathered  by 
the  author  from  men  who  llyed 
through  the  later  period  of  the 
com-iaws.] 

Wilson  (D.  A.).  Bestatement  of 
Economic  Tendencies.  Westm. 
Bey.,  Aug.  [Discusses  iHK»teo- 
tionism.] 

.     Fair    Trade— What    is    it? 

Westm.  Bey.,  Sept  [Shows  that 
this  expression,  as  used  by  the 
protectionist,  is  deyoid  of 


ym.  MONET,  BANKING  AND  EXCHANGE. 


PoKXNBBOCK  (C).  La  loi  alle- 
mande  sur  les  Iwurses.  Essen: 
W.  Glradet.  1906.  8yo.  pp.  269. 
[A  careful  study  of  the  German 
law  of  1896.  A  dissertation  pre- 
sented to  the  faculty  of  law  of 
the  Uniyersity  of  Lausanne.] 

In  PeriodUaU. 
Bahxaud  (E.).  La  question  mo- 
n^taire  en  Afrique  occidentale. 
Ann.  des  Sd.  PoL.  Sept  [Payors 
the  introduction  of  a  gold  standard 
in  the  French  and  English  colonies 
in  West  Africa.] 


Caslylb  (W.  WX  The  Origin  of 
Money  from  Ornament  TUsea 
the  anthropological  method.  J 

GOLODKTZ  (M.).  Staatsanfsicht 
tiber  die  Hypothekenbanken. 
Technik  und  Umfang.  L  Jahri>. 
f.  Gesetzg.,  1906,  Heft  3. 

Lauohuk  (J.  L.).  Present  Mone- 
tary Problems.  Pop.  Sd.  Monthly, 
July.  [Baises  a  numbw  of  ques- 
tions, and  contends  that  the  whole 
theonr  of  money  is  in  an  unsettled 
sUte.J[ 

Lett  (k.  G.).  Les  grands  marchte 
financiers.     Bey.  Econ.  Intern., 
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Sept.  [Rariewt  the  financial 
eentree  and  their  international  re- 
lationshipsj 

Macbostt  (H.).  Speculation  in  the 
Iron  Market  Econ.  Jonrn.,  Sept. 
{A  detailed  examination  of  a  par- 
ucnlar  *' gamble"  in  warrants,  in 
1904-06,  leading  to  the  conclusion 
that  the  warrant  system  **is  on- 
pecesaary,  and,  unless  retained  for 
gambling,  will  shortly  disappear.^'] 

SniKBACH  (R.).  Die  Verwaltungs- 
unkoeten  der  Berliner  Groes- 
banken.  n.  Jahrb.  f.  Gesetig., 
1905,  Heft  8. 


Stbinkb(K.).  Zur  Geschichte  der 
Wurttemberglschen  Vereinsbank 
(1860-08).  Jahrb.  f.  Gesetig., 
1906,  Heft  8.  (The  author  was 
the  founder  of  the  Wurttemberg 
bank,  an  influential  director  of 
the  Deutsche  Bank  of  Berlin,  and 
the  first  to  lead  in  the  move- 
ment for  bank  amalgamations  in 
QermanyJ 

Vbblbn  (Thorstein).  Credit  and 
Prices.  Joum.  Poliu  Econ.,  June. 
[Discusses  from  a  new  standpoint 
the  relation  of  credit  to  the  gen- 
eral price  level] 


IX.    FINANCE  AND  TAXATION. 


Oabaho-Doktito  (6.).  Trattato 
di  diritto  penale  finanziario.  L 
Parte  teorica.  Turin,  Rome: 
Boux  A  Viarengo.    1904. 

Floba  (F.).  La  conversione  della 
rendita.  Milan.  1906.  pp.  40. 
1.60  L 

Oraf  (F.).  Das  Problem  der  Lnx- 
nssteuem.  Berlin:  C.  Heymann. 
1906.    8vo.    pQ,  298.    6  m. 

Ukn  (H.  J.),  fitnde  to)nomique, 
flnapcifcre,  et  juridlque  de  la  con- 
▼ertibilit^  des  emprunts  en  obliga- 
tions amortissables.  Paris:  Be- 
eoeU  Livy.  1906.  8yo.  pp. 
Sm.    6fr. 

Mbtvb  (Dr.  H.).  Die  Einkommen- 
ateoerprojekte  in  Frankreich  bis 
1887.  Berlin:  C.  Heymann.  1906. 
8TO.    pp.  202.    4  m. 

OvTABio,  Province  of.  Report  of 
the  Ontario  Commission  on  Rail- 
way Taxation.  Toronto:  Printed 
by  L.  K.  Cameron.  1906.  8vo. 
pp.  219. 

[A  thorough  document,  by 
Messrs.  Pettyplece  and  Bell  and 
Professor  Shortt,  examining  with 
care  the  systems  of  taxation  in 
various  American  States  as  well 
as  in  Canada.  The  final  recom- 
mendation is  for  a  tax  on  the 
basis  of  gross  earnings.] 

Pi^HH  (C.  C).  The  Plan  for  Tax 
Reform  in  California.  San  Fran- 
dsoo:  Privately  printed.  1906. 
pp.  19. 

[Advocates  plan  for  separation 
of  sources  of  state  and  local  reve- 
nue.] 


YiONALi  (G.).  Del  reato  cosidetto 
fiscale.  Lineament!  di  una  nuova 
teoria  del  diritto  penale  finan- 
ziario.  Brescia:  F.  ApoUonio. 
1906. 

ZiMMBBMAK  (L.  W.).  Taxation  of 
Land  Values.  Bianchester:  H. 
Elverston.    1906. 

(An  interesting  account  of  the 
movement  to  change  the  basis  of 
English  local  rates  from  the  letting 
value  of  real  property  to  land 
values.] 

In  PeriodiealB. 

BABTHiLBMT  (J.).  La  solutlou  de 
la  question  des  majorats.  Rev.  de 
Sci.  et  de  L^g.  Fin.,  8,  2.  [A  brief 
article  on  the  reform  effected  by 
the  law  of  1906.] 

Blanch ABD  (G.).  Des  modifica- 
tions apport^  k  la  situation 
financi^re  de  PEgypte  par  Vaccord 
franco-anglais  de  1904.  Rev.  de 
Sci.  et  de  hfft.  Fin.,  8,  8.  [An 
extended  study  of  Egyptian  fi- 
nance.] 

Bbbsciani  (C).  Die  Reform  des 
Lokalsteuersystems  in  Itallen. 
Finanz-Archlv,  22,  2.  [A  review 
of  the  history  of  local  taxation  in 
Italy,  an  account  of  various  at- 
tempts to  reform  the  ssrstem,  a 
description  of  the  law  of  1902  and 
its  operation.] 

DucflANB  (A).  Un  syst^me  budg^ 
taire  dans  les  colonies  fran^ises. 
Rev.  de  Sci.  et  de  L€g.  Fin.,  8,  2. 
[A  brief  article  on  French  colonial 
finance.] 
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DxnrBAYSH  (Earl  of).  Ireland's 
Financial  Burden.  Nineteenth 
Cent.,  July.  [Shows  that  the 
burden  of  taxation  in  Ireland  is 
out  of  proportion  to  that  of  Eng- 
land, and  that  it  is  Increasing.] 

GsBLACH  (W.).  Die  Wirkungen 
der  deutschen  B5rsensteuerge- 
setzgebung.  Zeltschr.  f.  d.  ges. 
Staatsw.,  Heft  8.  [A  careful 
treatment  of  the  subject.  Advo- 
cates a  reduction  of  the  tax.] 

OiOBDANO  (L.).  La  riforma  dei 
tributi  locali  specialmente  in  rap- 
porto  alle  provincie.  RifonnaSoc, 
June.  [An  address  before  the 
second  congress  of  Italian  prov- 
inces.] 

Hook  (A.).  The  Present  Position 
of  the  Land  Tax.  Econ.  Joum., 
Sept.  [A  ffood  brief  description, 
showing  the  anomalous  and  in- 
congruous position  of  the  tax,  and 
proposing  a  plan  for  its  extinc- 
tion.] 

HowoBAVB  (W.).  A  Soclolqdcal 
View  of  Taxation.  Westm.  Rev., 
Sept.  [The  sociological  view  is 
that  *Mn  which  economic  princi- 
ples are  fully  regarded,  while  the 
object  of  social  advancement  is 
placed  in  the  forefront  and  finan- 
cial arrangements  are  brought  into 
harmony  with  the  essential  princi- 
ple that  social  advancement  is  the 
factor  of  first  importance."] 

Jamibsok  (J.).  A  Defence  of  Local 
Expenditures.    Westm.  Rev.,  Aug. 

KoczYNSKi  (S.).  Vom  Ursprunge 
der  Stempelpapierabgabe.  Finanz- 
Archiv,  22,  2.  [An  elaborate 
study,  based  on  the  investigation  of 
Riemsdijks,  of  the  genesis  of  the 
Dutch  stamp  tax  of  1624.] 

Nbumann  (F.  J.).  Die  Aktien-  und 
ahnlichen  Gesellschaften  als 
Rechts-  und    als   Steuersubjekte. 


Ann.  des  Deutsch.  Reichs,  1906, 
6  and  8.  [Favors  separate  taxa- 
tion of  corporations,  and  offers 
leading  principles  for  such  taxa- 
tion.] 

Offekbachbb  (A.).  Oeschichte 
der  Besteuerung  des  Salzes  in 
Deutschland  bis  sum  Jahre  1867. 
(Continuation.)  Finanz-Arehlv, 
22,  2. 

Rossi  (G.).  Le  scritture  della  ra- 
ffioneria  generale  dello  stato.  Ri- 
forma Soc,  Aug.  [The  author, 
intendant  of  finance  at  Regcio, 
discusses  some  phases  of  poSlic 
accounting.] 

RossiTBB  ( w.  S.).  The  Problem  of 
Federal  Printing,  Atlantic,  Sept. 
[An  account,  largely  statistical,  of 
the  Government  i^in ting-office, 
with  information  as  to  the  costli- 
ness of  its  work  and  of  the  hi^ 
wages  paid  to  employees.] 

Sblioman  (E.  R.  a.).  Pending 
Problems  in  Public  Finance.  PoL 
Sci.  Quart.,  Sept.  [A  paper  read 
before  the  St.  Louis  Congress  of 
Arts  and  Sciences,  survepng  the 
general  tendencies  and  problems 
of  modem  times.] 

Spbgtatob.  Di  alcuni  indid  del 
movimento  economico  in  Italia. 
Riforma  Soc,  June.  [Shows  the 
increase  in  the  yield  of  certain 
taxes,  such  as  those  on  tobacco, 
salt,  and  on  business  transac- 
tions.] 

Wabschaubr  (O.).  Die  deutsche 
Borsensteuer  und  die  Versuche 
ihrer  Umgestaltung.  Jahrb.  f. 
Nat.  Oek.,  July.  [Urges  reform 
of  the  tax.] 

WoLLBNiK  (J.).  Die  Enquete  uber 
die  lieform  der  Gebaudesteuer  in 
Oesterreich.  Finanz-Archiv,  28. 
2.  [A  lengthy  review  of  an  official 
investigation  made  in  1003.] 


X.    CAPITAL  AND  ITS  ORGANIZATION:  COMBINATIONS. 


Balbi  (D.).  I  sindicati  Industriali 
e  commerciali  e  V  azione  dello  stato 
per  un  ordlnamento  leglslativo  dei 
sindicati  industriali  e  commerciali. 
Brescia:  G.  Cittadinl.  1905.  8vo. 
pp.  181.    2.M)  L 

KoLLMANN  (J.).  Der  deutsche 
Stahlwerksverband.    Bine  Studie 


auf  Grand  elgener  Wahrnehmnng- 
en.  Berlin:  Pan-verlag.  1906. 
8vo.    pp.  58.    1  m. 

[Published  in  the  series  of  Mo- 
derae  Zeitfrs«en,  edited  by  VL 
Landsberg.  Tne  author,  an  en* 
gineer,  gives  a  good'account  of  the 
German  Steel  Combination.] 
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KxwcoMB  (H.  T.).  Municipal  So- 
dalism.  Wmshington :  (t.  E.  How- 
ard.    1905.    8yo.    pp.  60. 

[An    attack    npon    municipal 
ownership.] 

Pahkibb  (G).  L'antorisation  et 
la  sunreillance  des  soci^t^s  d'as- 
Borance  sur  la  vie  eo  France  et  k 
i'^muiger.  Paris:  Dulac.  1905. 
8vo.    pp  409.    8fr. 

Th^ats  (T.).  Les  soci^t^s  ano- 
njmes.  Abus  et  rem^es.  Paris: 
Giard  et  Bri^re.  1905.  16mo. 
S.60fr. 

In  PeriodicdU, 

Dawsox  (M.  M.).  Assessment  Life 
Insarance  ami  Fiaternal  Life  In- 
surance.   Ann.  Amer.  Acad.,  Sept. 

Fkdc  (K.  delta).  11  nuovo  disegno 
di  le^  sull*  esercizio  delle  oper- 
aiioni  di  assiciirazionl.  Giorn. 
degli  Econ.,  July. 

FousK  (L.  G.).  The  Organization 
and  Management  of  the  Agency 
System.    Ann.  Amer.  Acad..  Sept. 

GiBB  (J.  B.).  The  Calculation  of 
Life  Office  Premiums.  Ann. 
Amer.  Acad.,  Sept. 

Ham  KB  (J.  W.).  Life  Insurance  In- 
Testments.  Ann.  Amer.  Acad., 
Sept. 

HoFFMAic  (F.  L.).  Industrial  In- 
sarance.  Ann.  Amer.  Acad.,  Sept. 


HuEBKBB  (S.).  The  Development 
and  Present  Status  of  Marine  In- 
surance in  the  United  States. 
Ann.  Amer.  Acad.,  Sept. 

JsFFBiBS  (J.  U.).  Lapse  and  Re- 
instatement (on  Insurance).  Ann. 
Amer.  Acad.,  Sept 

LiSFMANK  (K.).  Die  Erwerbunff 
der  Hibemia  Gesellschaft  durch 
den  preussischen  Staat.  Ann. 
des  Deutsch.  Refchs,  1905,  6. 
[Ck>nsiders  effect  of  action  of  the 
government  on  the  coal  industry.] 

LippENCOTT  (H.  (J.).  The  Essen- 
tials of  Life  Insurance  Adminis- 
tration.   Ann.  Amer.  Acad.,  Sept. 

Nina  (U).  La  munlripalizzazione 
del  servizio  traniviarfo  nelia  capi- 
tate.   Giorn.  degli  Econ.,  Nept. 

OviATT  (F.  C).  Historical  Study 
of  Fire  Insurance  in  the  United 
States.    Ann.  Amer.  Acad.,  Sf'pt. 

WiLLETT  (A.  H.).  The  Cost  of 
Life  Insurance.  Pol.  Sci.  Quart., 
Sept.  [A  good  brief  account  of 
the  theorv  of  insuranre  rates,  with 
a  table  showing  financial  results 
for  various  companies,  and  a  con- 
clusion that  premiums  are  need- 
lessly high  J 

W01.FIC  (S.  U.).  SUte  Supervision 
of  Insurance  Companies.  Ann. 
Amer.  Acad.,  Sept. 


XL    ECONOMIC  HISTORY. 


A0AT8  (A.).  Der  hanslsche  Baien- 
bandel.  (ileiitelberger  Abhand- 
langen  znr  mittleren  und  neueren 
G«scliichte,  Heft  5.)  Heidelberg: 
K.  Winter.  1904.  8vo.  pp.  1^0. 
[A  study  of  the  mediaeval  salt 
trade] 

CoiCAK  (Kathcbine).  The  Indus- 
trial History  of  the  United  SUtes. 
New  York:  MacmUlan.  1905. 
8vo.    pp.  385. 

[A  carefully  prepared  text-book 
for  high  schools  and  colleges,  cov- 
ering the  whole  period  from  the 
oiiguis  to  the  present,  equipped 
with  bibliography,  illustrative 
readings,  maps,  illustrations.  The 
limited  space  precludes  any  ex- 
haustive treatment.  The  author 
ia  professor  in  Wellesley  College.] 

XVOXL    (H.)     et     LSBBOBS     (K.). 


Traits  de  numismatiquedu  moyen 
Age  depuis  rapparition  du  gros 
d^argeut  jusqu^i  Tapparition  du 
thaler.  Paris:  Leroux.  1905. 
8vo.    15  fr. 

LuHCHiN  V.  Ebrnorbuth  (A.). 
Allgemeine  MQnzkunde  und  Geld- 
geschichte  des  Mittelalters  und 
der  neueren  Zeii.  Munich  and 
Berlin:  R.  Oldenbourg.  1904. 
8vo.    pp.  303. 

Mkli^tt^b  (P.).  Histoire  ^cono- 
mique  de  Timprimerie.  Tome  I. 
LMmprimerie  sous  Tancien  regime, 
1439-1789.  Paris:  Uachette.  1905. 
8vo.    7.50  fr. 

[Considers  the  development  of 
the  printing  trade  in  its  economic 
aspects,  the  systems  of  apprentice- 
ship, wages,  strilces,  etc.) 

STBiieDSB  (J.).    Die  Inventur  der 
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Firma  Fugger  ans  dem  Jahre 
1527.  Tubingen  :H.Laapp.  1905. 
8vo.    pp.  1S9.    8.60  m. 

[The  text  of  the  inventorr, 
edited,  with  introduction.  Pub- 
lished as  supplement  to  the 
Zeitschr.  f.  d.  ges.  Staatswissen- 
schaft,  at  a  reduced  price  to  sub- 
scribers.] 

In  Periodicals. 

Crombte  (J.  W.).  A  Fiscal  Re- 
former of  Cervantes'  Time.  Nine- 
teenth Cent.,  Sept  [An  account 
of  the  remarlcable  administration 
of  Francisco  Arias  de  BobadiUa, 
of  Seville,  based  upon  a  recently 
discovered  diary  of  one  Francisco 
Ariflo.] 

DarmstIdtbr  (P.).  Studien  zur 
napoleonischen  WirtschaftspoH- 
tik.  XL  Ueber  die  auswartige 
Uandelspolitik  Napoleons  I. 
Vierteljahrschr.  f.  Soc.  u.  Wht- 
schaftsgesch.,  1905,  Heft  1. 

Froidevaux  (H.).  Le  commerce 
fran^ais  k  Madagascar  au  XV IP 
sl^cle.  Vlerteljanrsohr.  f.  Soc.  u. 
Wirtschafugesch.,  1905,  Heft  1. 

Grimonard  (H.  de).  Les  bureaux 
des  finances  de  Tancien  regime. 
Rev.  de  Sci.  et  de  L€g.  Fin.,  3,  8. 
[A  detailed  Investigation  of  the 
origin,    organization,   and    func- 


tions of  the  bnreaua  np  to  the 
time  of  the  Revolution.] 
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THE  TRUNK  LINE  RATE  SYSTEM:  A  DISTANCE 

TARIFF. 

The  trunk  line  freight  rate  system  efifectively  demon- 
strates certain  principles  in  railway  economics  which  are 
of  importance  at  the  present  time  in  connection  with  the 
problem  of  Federal  regulation.  The  danger  of  arbitrary 
administrative  interference  without  a  full  imderstanding  of 
the  intricacies  of  rate  making,  and  at  the  same  time  the 
essential  soundness  of  American  railway  practice  in  seeking 
independentiy  to  solve  these  complex  problems  by  equitable 
means,  are  amply  illustrated.  The  fallacy  of  certain  objec- 
tions to  governmental  control  is  revealed  with  correspond- 
ing clearness.  Three  principles  in  particular  deserve  men- 
tion in  this  connection.  These  are:  (1)  that  the  element 
of  distance  should  be  a  prime  factor  in  the  final  adjustment 

>Th0  author  b  indebted  to  tbe  CMnefie  InstitutioD  for  a  srant  whieh  haa 
Boada  it  poadUe  to  eollaot  tbe  data  for  this  artiele  in  tbe  field,  in  connection  with 
i  on  tbe  Economic  Hietorr  of  tbe  United  Statec 
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of  rates  as  between  competing  localities;  (2)  that  co-opera- 
tion and  agreement  between  competing  carriers  are  essential 
to  any  comprehensively  fair  system;  and  (3)  that  perman- 
ency and  stability  of  rates  are  of  equal  importance  with 
elasticity.  That  all  three  of  these  results  have  been  vol- 
untarily worked  out  in  practice  by  the  trunk  lines  is  a 
tribute  at  once  to  the  ability  and  fairness  of  their  traffic 
officials.  Standards  are  thus  established  toward  which  the 
carriers  in  the  West  and  South  should  strive,  as  soon  as 
their  local  traffic  conditions  will  permit,  in  an  endeavor  to 
promote  good  relations  with  the  shipping  and  consuming 
public. 

That  distance  tariffs,  modified  in  part  to  suit  commercial 
conditions,  are  not  only  theoreticdly  sound,  but  entirely 
practicable,  this  study  aims  to  prove.  The  bogey  of  Ger- 
man rate  schedules  vanishes  into  thin  air  when  it  appears 
that  the  greatest  railway  companies  in  the  United  States 
have  for  years  adopted  the  same  principles  in  working  out 
their  tariffs.  The  long  and  short  haul  rule  is  here  enforced, 
not  alone  as  between  various  points  on  the  same  line, 
but  also  as  between  points  equally  distant  from  a  com- 
mon destination  on  different  roads.  Thirty  years  ago  the 
trunk  lines  conceded  the  principle,  for  the  recognition 
of  which  the  shippers  of  the  West  and  South  are  now  so 
vociferously  clamoring  before  Congress  and  the  Federal 
courts. 

This  desirable  ^d  could  never  have  been  attained  if 
the  several  competing  companies  had  not  been  able  to 
act  in  co-operation.  The  erroneous  popular  opinion  that 
railway  competition  must  be  preserved  in  the  public  in- 
terest, had  it  been  legally  enforced  in  this  territory  a 
generation  ago,  would  have  prevented  absolutely  any 
comprehensive  solution  of  the  problem.  Until  Congress 
abandons  this  theory,  and  treats  railways  as  essentially 
monopolistic,  thereafter  to  be  protected  and  maintained 
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as  beneficent  monopolies  through  adeqiiate  governmental 
supervision,  the  lesson  of  trunk  line  experience  will  not 
have  been  learned.  And,  finally,  the  interesting  fact  that 
for  almost  thirty  years  it  has  not  been  necessary  to  change 
either  the  main  system  or,  in  many  instances,  the 
actual  rates  charged  thereunder,  is  an  offset  to  the  conten- 
tion that  success  in  railway  operation  is  to  be  judged  by 
the  instability  of  rates,  seeking  to  follow  constantly  the 
ups  and  downs  of  commercial  conditions.  Certain  modifi- 
cations, especially  in  export  and  import  traffic,  or  wherever 
water  rates  have  to  be  made  or  met,  are,  of  course,  inevi- 
table. But  it  is  absurd  to  reason  from  this  that  railway 
tariffs  in  the  main  need  to  be  continually  jostled  about  at 
the  behest  of  the  shipping  public.  Of  course,  if  one  railway 
changes  its  rates,  idl  the  rest  must  follow.  That  is  the 
principal  reason  why  many  of  our  rate  schedules  have  been 
as  uncertain  as  the  weather.  But  there  is  no  reason  why, 
if  all  parties  in  competition  keep  good  faith  and  observe 
their  tariffs,  a  schedule  of  class  rates  for  domestic  ship- 
ments should  not  remain  practically  constant. 

Take  the  rates  on  raw  cotton  from  Mississippi  River 
points  like  Memphis  to  New  England  cities,  for  example. 
Was  any  staple  product  ever  subject  to  greater  fluctuations 
in  price  than  raw  cotton,  varying  as  it  has  in  the  last 
few  years,  from  five  to  fifteen  cents  a  poimd  ?  Yet  through 
it  all,  good  years  and  bad,  whether  for  the  planter  or  the 
manufactiu^r,  the  freight  rate  has  stood  imchanged  at 
55  cents  per  himdred  weight.  In  the  same  way,  within 
the  limits  hereafter  to  be  described,  the  trunk  line  rate 
system  has  endured  for  a  generation.  Founded  upon 
sound  and,  consequently,  defensible  principles,  it  has 
promoted  good  feeling  between  railway  and  shipper. 
And,  if  the  changes  of  classification  since  1900  had  not  been 
made,  one  may  reasonably  doubt  whether  the  demand  for 
Federal  legislation  would  have  been  any  more  insistent 
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throughout  the  Eastern  Central  States  than  it  now  is  in 
New  England. 


The  causes  leading  to  the  adoption  of  a  systematic  rate 
scheme  by  the  trunk  lines  acting  jointly^  can  be  understood 
only  in  the  light  of  the  conditions  existing  about  1875. 
The  Baltimore  &  Ohio  Railroad  had  entered  Chicago  in 
1874,  after  which  time  the  most  furious  rate  wars  between 

1  The  litarmture  on  tbe  subjeot  is'soanty.  Much  of  the  materud  haa  neeeeaerilj 
been  gathered  in  the  field  by  oonferanoe  with  traffie  offieials  and  othen.  My  hearty 
thanks  are  due  primarily  to  Paul  P.  Rainer,  Esq.,  diief  of  the  Joint  Rate  Inspection 
Bureau  at  Chicago,  for  his  willingness  to  impart  sueh  explanation  of  this  eomplieaied 
matter  as  the  delicate  responsibilities  of  his  important  poet  pennit.  The  map 
published  herewith,  while  in  part  prepared  from  the  actual  percentage  tablee,  with 
his  permission  and  that  of  several  important  trunk  line  officials  concerned,  has  been 
cheeked  and  corrected  by  his  official  oopsrrii^ted  map  of  Januaiy  1,  1889.  While 
the  scheme  of  graphic  representation  is  entirdy  different,  the  facts  repiesented  are 
the  same.  I  am  also  especially  indebted  to  H.  C.  Bariow,  Esq.,  formerly  presidenft 
of  the  Terre  Haute  A  Evansville  Railroad  and  now  director  of  the  Chicago  Com- 
mercial Association,  and  to  J.  W.  Midi^y,  Esq.,  for  many  years  one  of  the  l^unk 
Line  Commissioners,  tor  asststanoe  in  many  ways. 
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Canada,  Slst  Congress,  1st  Session,  Senate  Report  No.  847,  pp.  407,  611- 

636. 
1802.    (Cincinnati  Freight  Bureau  Case.    Copy  of  Record  before  tbe  Interstate 

Commerce  Commission,  etc.  United  States  Circuit  Court  for  Southern  Distrkt 

of  Ohio,  In  Equity  No.  4748,  vol.  i  pp.  42-63.     (Reprint.) 
1000.     Report  of  United  States  Industrial  commission,  voL  iv.  pp.  656-662. 
1005.    EUdns  Committee,  officially  known  as  Hearings  before  the  Committee  on 

Interstate  Commeree,  United  States  Senate,  5  vols.,  voL  iL  p.  1560,  and  vol. 

iiL  p.  2271. 
1005.    Record  of  Proceeding!  before  the  Illinois  Railroad  and  Warehouse  Com-- 

mission  in  the  Matter  of  Revision  of  the  Schedule  of  Reasonable  Mazimuni. 

Rates,  etc.,  Springfield,  especially  pp.  31  sC  •§q,    (Reprint.) 
1876-1005.    Proceeding!  and  Circulars,  Joint  Executive  Committee  and  Joint  Rate 

Committee  of  the  Trunk  Line,  etc.  Associations. 
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the  four  trunk  lines  had  been  in  progress.  The  main  de- 
pendence of  all  these  lines  was  still  upon  the  grain  traffic, 
and  all  of  this  was  moving  in  one  direction  toward  the 
seaboard.  As  late  as  1882,  73  per  cent,  of  the  trunk  line 
tonnage  east-bound  consisted  of  such  commodities.^ 
Moreover, — and  this  is  a  point  of  especial  importance, — 
the  bulk  of  this  grain  originated  in  the  territory  east  of 
the  Mississippi  and  south  of  Chicago.  Over  four-fifths  of 
the  east-bound  traffic  came  from  the  States  of  Illinois, 
Indiana,  Ohio,  Michigan,  and  Pennsylvania.  The  great 
north-west  and  trans-Mississippi  territory  was  not  yet 
opened  up.  T^^sconsin  and  Iowa  contributed  only  about 
10  per  cent,  of  the  east-bound  tonnage,  while  over  two- 
thirds  of  the  west-bound  business  did  not  pass  beyond  Illi- 
nois.' Nor  was  the  traffic  concentrated  as  yet  in  the  larger 
cities.  Mr.  Fink  makes  it  clear  that  most  of  the  business 
was  gathered  up  by  the  trunk  lines  and  their  connections 
from  small  towns  along  the  way.  The  modem  problem 
of  the  great  city  in  competition  with  the  small  towns  was 
as  yet  unknown.  The  trunk  lines  had  few  feeders.  Only 
the  main  stems  to  Chicago  had  been  built.  Consequently 
these  Central  States  were  served  by  a  host  of  little  cross 
lines,  built  as  local  enterprises,  many  of  them  radiating 
from  Chicago,  Cincinnati,  Toledo,  or  Cleveland  at  right 
angles  with  the  trunk  lines,  and,  for  the  main  part,  engaged 
in  an  endeavor  to  open  up  their  territories  to  water  com- 
mimication  with  the  East  by  way  of  the  lakes  and  the 
Erie  Canal.  Rail  rates,  nominally  at  least,  were  still  high, 
the  rate  first-class  Chicago  to  New  York,  for  example, 
being  about  double  its  present  figure;  and  the  conditions 
of  railway  operation  were  such  that  water  competition 
was  a  matter  for  grave  concern.  Every  change  in  the  lake 
situation  was  at  once  reflected  in  the  rail  rates,  violent 

>  Fink,  AdiuahmmU  of  RaHroad  TrantporUUion  RaUa,  ete.,  p.  16. 
*Jhid.  pp.  19  and  52. 
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dislocations  at  the  opening  and  closing  of  navigation  in 
the  spring  and  fall  being  of  especial  importance. 

Among  these  confusing  elements  in  the  problem  of  trunk 
line  rate  adjustment  five  distinct  phases  were  prominent. 
In  the  first  place  the  four  trunk  lines  were  a  unit  in  op- 
position to  the  diversion  of  traffic  to  the  Great  Lakes  and 
the  Erie  Canal.  However  much  they  might  bicker  with 
one  another  af  terward^ — ^apportionment  of  the  rail  business 
being  a  distinct  f eatiu^  of  the  problem, — their  interests  at 
the  outset  were  identical  respecting  the  necessity  of  hold- 
ing the  business  on  land.  Water  competition  by  way 
of  the  lakes  or  the  Ohio  River  was  a  danger  common 
to  them  all.  The  intensity  of  this  pressure  may  be 
imderstood  from  the  statement  that  the  trunk  lines  were 
not  even  consulted  in  making  the  Chicago-New  York  rate 
on  which  the  Western  lines  pro-rated.  They  had  no  voice 
in  it,  merely  accepting  the  figure  offered  them  by  their 
connections  into  Chicago.^  The  second  feature  of  the 
problem,  namely  the  division  of  the  all-rail  traffic  among 
the  competing  carriers  is  inmiaterial  to  the  main  ques- 
tion before  us.  Thirdly,  it  was  essential  to  the  trunk  lines 
to  restrict  and  control  the  activities  of  the  subsidiary  cross 
lines  and  feeders,  most  of  which,  as  has  been  said,  were  in- 
dependent. Many  of  these,  aside  from  having  a  direct  in- 
terest in  their  longest  haul  to  a  terminus  on  the  lakes  or 
the  Ohio  River,  had  been  built  by  local  capital,  and  were 
administered  in  the  interests  of  the  lake  cities  or  Cincin* 
nati  and  Louisville.  There  was  no  unity  whatever  in 
their  policies,  and  the  most  ridiculous  wastes  of  transpor- 
tation resulted.  Grain  was  literally  meandering  toward 
the  East  instead  of  moving  by  a  direct  route.'  Joint 
through  rates  would  be  made  by  the  most  extraordi- 

1  Wiadom  OommhlM  Rq^ort,  toL  iL  |k  7. 

>  WmI«  of  UmiMportatiM  u  «a  MOMmk  pnbkn.  will  bm  ^amtmd  in  another 
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nary  chain  of  connecting  links  leading  to  the  seaboard  by 
very  circuitous  ways/ 

A  fourth  evil,  akin  to  this,  consisted  of  the  difficulty  of 
maintiaining  through  rates,  not  as  among  the  trunk  lines 
who  might  be  made  parties  to  a  pool,  but  by  reason  of 
cut-throat  competition  between  their  Western  connections.' 
The  agents  of  these  Western  lines  would  indiscriminately 
cut  rates  to  or  from  points  on  their  lines,  and  then  expect 
their  trunk  line  connections  to  accept  a  proportionate 
shrinkage  of  the  joint  through  rate  for  their  part  of  the 
haul.  The  weaker  companies  would,  of  course,  be  suscep- 
tible to  such  temptations  in  order  to  secure  the  business. 
No  stable  apportionment  of  this  Western  traffic  among  the 
Eastern  lines  would  be  possible  imtil  they  could  agree  upon 
a  fair  rate  for  the  trunk  line  haul,  and  rigidly  adhere  to  it. 
And,  finally,  water  competition,  causing  constant  fluctua- 
tions in  the  lake  and  Ohio  River  rates,  while  directly 
potent  only  at  waterway  points,  was  continually  putting 
the  through  rates  from  these  points  out  of  line  with  the 
local  rates  from  non-competitive  inland  centres.  Or, 
perhaps,  the  Ohio  River  and  lake  rates  would  be  out  of 
joint  with  one  another.  The  Chicago  basis,  if  applied  to 
Paducah,  would  make  a  rate  on  tobacco  that  would  send 
it  via  New  Orleans.'  Products  would  go  down  the  Missis- 
sippi after  the  lakes  had  been  closed  by  ice.  A  consider- 
able amoimt  of  com  was  certainly  moved  to  New  York 
by  that  route.^  Some  device  for  co-ordination  of  the 
through  and  local  rates— or,  as  one  might  put  it,  for  the 
distribution  of  the  localized  shock  of  water  rate  changes — 
was  imperatively  necessary. 

iThM  patsiitod  cm  in  1800.    Consult  51fi  Concreai,  lit  Sevion,  Sannto 
Raport  No.  847.  p.  816. 

*  Hepburn  CommittM.  pp.  3008-8010. 

*  Hepburn  Committae  Report,  p.  318. 

*  Windom  Committee  Report,  toI.  iL  p.  287. 


Digitized  by 


Google 


190  QUARTERLY  JOURNAL  OF  ECONOMICS 

An  ingenious  rate  clerk  named  McGraham,  in  the  offices 
of  the  Pennsylvania  Railroad,  proposed  in  1876  a  com- 
prehensive scheme  for  meeting  these  difficulties.  The 
Chicago-New  York  rate  was  to  constitute  a  basis,  upon 
which  all  other  rates  were  to  be  made  in  percentages,  ac- 
cording to  their  relative  distance  from  New  York.*  Thus, 
assuming  Chicago  to  be  900  odd  miles  from  New  York, 
the  rate  from  a  point  600  miles  inland  would  be  about 
66}  per  cent,  of  the  Chicago  rate,  whatever  that  might  be. 
Whenever  the  lake  rate  at  Chicago  changed,  every  other 
rate  throughout  trunk  line  territory  would  vary  in  due 
proportion.  Relativity  of  charges  would  thus  be  pre- 
served. Moreover,  the  shortest  route,  "worked  or  work- 
able," was  to  be  used  in  calculating  the  rates,  the  basic 
distance  being  about  920  miles  by  the  Lake  Shore  from 
Chicago  to  Dimkirk,  Ohio,  and  thence  by  the  Erie  to  New 
York.  This  would  give  compelling  effect  to  distance  as 
a  factor,  and  would  tend  to  penalize  the  roundabout  carriage 
of  goods.  More  than  this,  however,  it  would  render  the 
inland  territory  directly  tributary  to  New  York.  From  a 
point,  for  example,  50  or  100  miles  south  of  Chicago, 
Toledo,  or  Cleveland,  the  local  rate  into  those  towns  plus 
the  through  rate  east  to  New  York  would  alwajrs  exceed 
the  rate  by  a  direct  route  east.  For  the  hjrpothenuse  of 
a  triangle  is  clearly  always  shorter  than  the  sum  of  the 
other  sides.  All  shipping  points  equidistant  from  New 
York  would  enjoy  equal  rates,  those  rates  at  any  time  being 
determined  by  the  state  of  water  competition.  This  was  a 
manifest  advantage  to  the  small  inland  centres,  while  the 
rate  on  the  lake  front  was  not  affected.  The  trunk  lines 
lost  something,  perhaps,  through  lower  rates  at  inter- 
mediate points;  but  the  gain  tfaj*ough  diversion  of  traffic 
from  the  lake  to  the  rail  lines  more  than  compensated. 
For  conditions  were  such  in  the  summer  of  1875  that 

^  Thb  wm' Adopted  offioudly  by  the  trunk  lines  April  13,  1870. 
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the  lake  boats  were  prepared  to  carry  grain  for  almost 
nothing.  The  raLbx)ads  were  helpless  in  such  cases/  The 
only  real  sufferers  were  the  short,  independent  cross  lines 
and  the  lake  and  river  cities.  Of  these,  the  former  were 
reduced  to  a  status  of  mere  feeders  or  branches  of  the 
trunk  lines.  They  were  compelled  to  accede  to  the  plan, 
however,  by  threatened  refusal  of  the  trunk  lines  to  turn 
over  business  to  themwest-boimd,  unless  they  reciprocated 
widi  their  grain  shipments  east-bound.'  Many  of  these 
lines  became  bankrupt  later,  and  were  absorbed  by  the 
largier  companies.'  And,  as  for  the  cities  unfavorably 
affected,  the  scheme  based  upon  distance  was  so  obviously 
fair  that  their  protests  were  of  no  avail.^ 

The  great  contest  between  the  trunk  lines  over  the 
granting  of  differentials  to  Philadelphia  and  Baltimore,  as 
against  New  York  and  Boston,  played  a  not  imimportant 
part  in  the  diplomacy  leading  to  the  acceptance  of  the 
McGraham  sjrstem.  The  New  York  Central,  the  Lake 
Shore,  and  the  Boston  &  Albany  roads,  of  course,  eagerly 
accepted  it,  because  it  promised  aid  in  meeting  the  lake 
competition  to  which  they  were  peculiarly  exposed.  The 
Pennsylvania  and  the  Erie,  lying  considerably  further 
from  Lake  Erie,  would  also  be  benefited,  operating  as 
they  did  in  a  territory  naturally  tributary  to  them,  but 
exposed  to  drainage  to  the  lakes  by  lateral  lines.  But  the 
Baltimore  &  Ohio,  ever  since  its  entry  into  Chicago  in 
1874,  had  been  a  thorn  in  the  flesh  of  the  others.    The 

>  Hepburn  Committae  Raport,  p.  3112. 

'Beeord  ProoeedingB  Railrosd  Commission  of  niinois  in  Revision  of  Maximum 
Freisfat  Rat«8,  1906,  pp.  32  and  88. 

'  56th  Concraos,  lit  Session,  Senate  Document  No.  30,  p.  33.  The  Hepburn 
Committee  (p.  3111)  describes  the  local  jealousies  which  prevailed. 

^Chicago  has  never  become  reconciled  to  it,  however,  alleging  that  it  injures 
her  commercially.  Compare  Windom  Committee,  1874,  voL  i.  p.  24;  6l8t  Congress, 
Isi  Session,  Senate  Report  No.  847,  1890,  pp.  611  et  sstf.;  EUdnsConmiittee,  1905,  pp. 
1433, 2538  H  sstf.;  and  Record  Proceedings  Illinois  Railroad  Commission  on  Revision 
of  Maximum  Hates,  1905.    Cf.  p.  209,  infra. 
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territory  along  its  line  was  so  far  from  the  lakes  that  it 
had  little  to  fear  from  water  competition  at  intermediate 
points  between  Chicago  and  the  seaboard.  Would  it 
accept  a  plan  primarily  intended  to  meet  a  danger  which, 
while  injuring  its  powerful  rivals,  was  of  less  consequence 
to  itself?  Fortunately  for  the  scheme,  it  was  based  upon 
the  solid  principle  that  distance  was  of  preponderating 
influence  in  the  adjustment  of  rates.  The  entire  contention 
of  the  Baltimore  &  Ohio  and  the  Pennsylvania  for  a 
differential  rate  to  Baltimore  and  Philadelphia  below 
New  York  rested  upon  this  same  principle.  The  distance 
from  Chicago  to  the  southern  ports  was  less.  Conse- 
quently, they  insisted,  they  were  entitled  to  offer  a  lower 
rate.  The  McGraham  scale  and  the  port  differentials 
were  thus  logically  connected.  They  stood  or  fell 
together.  The  McGraham  plan  materially  aided  the 
Baltimore  &  Ohio  in  making  good  its  demands.^  It 
was  acceptable,  therefore,  by  reason  of  this  collateral 
advantage. 

Another  factor  in  the  situation  appealed  to  the  Penn- 
sylvania and  the  Baltimore  &  Ohio.  Their  lines  to  tide 
water  were  about  75  and  100  miles  shorter,  respectively, 
than  the  shortest  line  to  New  York.'  In  the  division  of 
the  joint  through  rate  between  a  chain  of  connecting 
railway  lines  this  was  of  great  advantage.  It  always  aids 
the  shorter  line,  if  pro-rating  is  based  upon  mileage.  A 
feeder  100  miles  long  pro-rating  with  a  trunk  line  1,000 
miles  in  length  would  be  entitled  to  only  one-eleventh  of 
the  total  rate.  Were  the  trunk  line  only  800  miles  long, 
the  neutral  road  might  claim  one-ninth.  This  seemingly 
slight  difference  might  mean  several  himdred  thousand 
dollars  more  earnings  to  the  neutral  road,  or  feeder,  if  it 

>  H«pbunk  Committee,  p.  8104. 

*Di0tanoee  we  given  in  the  Tharman-Weahbunie-Cooley  Advisory  Gommiaeioa 
on  Differentials,  eto..  of  1882. 
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turned  over  its  business  to  the  short  line.*  Any  emphasis 
upon  distance  as  a  general  principle  strengthened  the 
Baltimore  &  Ohio  in  securing  patronage  from  other 
roads  by  this  means.  The  other  trunk  lines,  through 
acceptance  of  the  McGraham  scale,  conceded  the  dis- 
tance principle,  and  with  it,  coincidently,  the  pro-rating 
practice. 

After  three  years'  experience  the  McGraham  scale  was 
readjusted  to  conform  more  closely  to  the  cost-of-service 
principle.  The  plan,  as  thus  revised,  is  the  one  still  in 
force.'  It  recognizes  that  railway  charges  should  be 
proportioned  to  the  length  of  haul,  so  far  as  actual  costs 
of  haulage  are  concerned;  but  it  first  eliminates  those 
constant  elements  in  cost  which  do  not  vary  with  distance. 
The  original  McGraham  scale  made  no  such  distinctions. 
The  expenses  at  terminals,  such  as  loading  and  imloading, 
are,  of  course,  entirely  independent  of  the  distance  covered 
by  the  shipment.  These,  being  determined  roughly  by 
experimentation,  are  first  deducted  from  an  assumed 
Chicago  rate.  From  the  remainder  the  rate  per  mile 
by  the  shortest  route  to  New  York  (920  miles)  is  then 
calculated  by  simple  division.  This  rate  per  mile  is  then 
applied  to  the  distance  to  any  intermediate  point,  and 
the  terminal  charge  is  again  added.  Thus  a  rate  is  foimd 
which  is  reduced  to  a  percentage  of  the  original  Chicago 
base  rate. 

>  Hepburn  Committee,  pp.  3188.  3195. 

*  The  remind  table  of  peroentegee  b  reprinted  in  fall  in  Hepburn  Committee 
Beport,  p.  3107  H  M0. 
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The  revised  sjrstem  provides  in  theory  for  an  absolutely 
constant  rate  per  ton  mile.  It  is  a  rigid  mileage  tariff  in 
every  respect.  The  original  McGraham  scale  had  been  so 
in  theory,  but  not  in  practice.  As  amended  in  conformity 
with  a  sound  economic  principle,  it  had,  moreover,  one 
important  practical  advantage  over  the  original  scale. 
It  jrielded  more  revenue  at  all  the  intermediate  points.^ 
Local  rates  would  be  higher  as  thus  calculated  than  they 
were  originally.  It  would  be  unjust  to  ascribe  undue 
importance  to  this  motive  on  the  part  of  the  roads  in 
the  adoption  of  the  new  system.  That  the  plan  yielded 
additional  revenue,  while  obviously  more  just  in  theory, 
was  naturally  no  objection  to  its  acceptance. 

The  fruits  of  all  this  process  of  adjustment  are  depicted 
upon  the  accompanjring  diagram.  Viewing  it  in  a  large 
way,  and  reserving  details  for  later  consideration,  we  may 
compare  it  to  a  topographical  contour  map.  The  several 
rate  zones  are  thus  analogous  to  a  series  of  levels  or  steps 
rising  from  east  to  west.  Oui  cross  section  of  these  along 
a  line  from  Pittsburg  to  Burlington,  Iowa,  makes  this 
relation  plain.  Another  cross  section  at  right  angles  to  the 
first  from  Louisville,  Kentucky,  to  Lansing,  Michigan  and 
beyond,  shows  how  these  levels  are  arranged  in  a  plane 
from  north  to  south.  These  steps  form  a  sort  of  irregular 
ampitheatre  opening  toward  the  east,  with  its  main  axis 
lying  in  a  direction  slightly  south  of  west  toward  St.  Louis. 
Or,  more  correctly,  these  rate  zones,  pursuing  our  analogy 
to  a  topographical  contour  map,  indicate  a  broad  valley 
opening  toward  the  east.  Along  the  bottom  of  this  freight- 
rate  valley  lie  the  great  direct  trunk  lines  converging  from 
Chicago  and  St.  Louis.    Throughout  the  State  of  Illinois 

>  Hcpbuni  Committae,  p.  3104.  A  hypothetical  instMioe  will  lenre  m  iUiis- 
trmtion.  Suppose  m  point  with  an  80  per  cent,  rate  on  the  old  aohedule.  When 
Queaco  paid  25  eenta,  the  rate  to  this  point  would  be  30  eents.  Under  the  new 
aebame  the  intennediate  rate  would  be  80  per  cent,  of  10  oenta,  or  15.2  oente,  plus 
6  eenta  tenninal  charge,  making  a  total  of  21.2  centa.  This  is  84.8  per  cent,  of  the 
Queaco  rate  instead  of  80  per  cent,  as  before.    Compare  table,  p.  203,  infra. 
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the  valley  opens  up  onto  a  plateau,  somewhat  grooved  m 
the  middle  at  Peoria,  where  the  direct  lines  from  the 
west  cross  a  neutral  field  tributary  neither  to  Chicago  nor 
St.  Louis  exclusively.  This  general  description  harmonisses 
with  the  apt  figure  used  by  that  master  mind  in  railway 
economics,  Albert  Fink.  Speaking  of  this  situation,  he 
says,  "The  trunk  lines  are  nothing  but  great  arteries  of 
commerce,  like  rivers,  only  with  this  difference:  the  rivers 
never  run  across  each  other,  the  territory  from  which  they 
draw  their  supplies  is  distinct  and  well  defined."  Since  his 
time,  by  reason  of  co-operative  action  for  a  generation,  the 
confusing  maze  of  railway  lines  has  now  been  reduced  to  a 
single  comprehensive  system.  Cross-currents  of  trade 
hither  and  thither  have  been  imited  or  articulated  in  such 
a  way  as,  speaking  in  terms  of  freight  charges,  to  cause  the 
great  internal  commerce  of  the  coimtry  to  flow  downhill 
toward  the  seaboard  in  an  orderly  and  reasonable  way. 
The  inequalities  incident  to  commercial  competition  have 
been  modified,  or,  to  revert  to  our  original  figure,  eroded; 
so  that  one  may  literally  speak  of  the  products  of  the  coun- 
try as  flowing,  like  rivers,  in  more  or  less  natural  channels 
over  the  railway  lines  from  the  great  interior  basin  towards 
the  Atlantic  seaboard. 

The  mathematical  precision  of  the  method  of  compu- 
tation heretofore  described,  while  theoretically  applicable 
to  a  series  of  parallel  roads  in  a  flat  coimtry,  free  from  either 
water  competition,  the  competition  of  cross  railway  lines, 
or  the  competition  of  towns  and  cities  of  imequal  size 
and  importance,  obviously  requires  modification  to  suit 
the  actual  traffic  conditions  in  this  densely  populated 
trunk  line  territory.  The  process  of  adjustment  has  been 
gradual  and  necessarily  tentative.  Every  influence 
brought  to  bear  has  been  subversive  of  systematic  ar- 
rangement, tending,  that  is  to  say,  to  amend  the  scheme 
out  of  all  semblance  to  mathematical  order.    After  reading 
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volumes  of  the  Proceedings  of  the  Joint  Rate  Committee, 
filled  with  petitions  of  railways,  towns,  and  individuals  for 
exception  to  the  general  rules,  one  is  surprised  to  find  that, 
after  all,  the  scheme  is  so  well  ordered  as  it  is.  It  has  been 
held  true  only  by  rigid  adherence  to  the  rule  that  by  the 
shortest  ''workable  and  worked  route"  no  intermediate 
place  shall  be  charged  more  than  is  charged  to  any  point 
beyond.  In  other  words,  the  long  and  short  haul  prin- 
ciple is  consistently  observed.  Space  does  not  permit  a 
discussion  of  all  of  the  factors  which  have  tended  to  modify 
the  original  simple  scheme.  Three  alone  may  be  considered 
as  illustrative  of  the  rest.  These  are:  (1)  the  effect  of 
railway  competition  at  the  important  jimction  points, 
(2)  the  influence  of  the  independent  cross  lines  of  railway; 
and  (3)  commercial  competition  between  producing  or 
distributing  centres. 

The  effect  of  railway  competition  at  junction  points  is 
revealed  at  once,  upon  inspection  of  the  map,  by  the  general 
law  that  the  boimdary  line  of  zones  lies  immediately  west 
of  the  large  cities.  Notice  the  location  of  Cleveland, 
Warren,  Pennsylvania;  Newark,  Ohio;  Dayton,  Fort 
Wayne,  Detroit,  Port  Huron,  Cincinnati,  Indianapolis, 
Louisville,  Lansing,  Logansport,  Terre  Haute,  Peoria,  and 
Decatur.  Columbus,  Toledo,  and  Evansville,  Indiana, 
are  about  the  only  exceptions.  In  nearly  every  case  the 
theoretical  zone  boundary  has  been  shifted  in  such  a  way 
that  the  rate  rises  just  west  of  the  important  competitive 
point.  The  reason  is  obvious.  Rates  being  held  down 
at  these  points,  and  no  greater  rate  being  possible  at  any 
other  point  further  east,  conditions  must  be  equalized 
upwards,  immediately  the  depressing  influence  of  com- 
petition is  removed.  Each  zone  level  is  of  necessity  an 
average  of  a  theoretic  constantly  rising  scale  from  east  to 
west.  Places  immediately  west  of  an  important  jimction 
point  are  raised  somewhat  above  their  Uieoretical  grade 


Digitized  by 


Google 


THE  TRUNK  LINE  RATE  SYSTEM  199 

as  a  compensation  for  those  places  on  the  westerly  side  of 
each  zone  whose  rate  is  held  down  below  their  theoretical 
level  by  the  exigency  of  competition  at  the  next  large 
town.  Or,  to  be  specific,  Indianapolis  may  hold  down  the 
rate  to  93  per  cent,  of  the  Chicago  rate  farther  west  than 
otherwise  would  be  the  case.  In  fact,  by  reason  of  its 
paramoimt  importance  as  a  railway  centre,  it  has  held 
down  the  rate  so  far  west  that  for  purposes  of  equaliza- 
tion the  rate  west  of  it  immediately  jumps  to  100  per 
cent.  For,  as  will  be  observed,  on  inspection  of  the  map, 
the  96-97  per  cent,  zone  is  interrupted  at  this  point;  the 
92-95  per  cent,  zone  being  extended  imduly  far  west  and 
the  100  per  cent,  zone  being  extended  inordinately  far 
east,  until  the  two  meet  just  west  of  Indianapolis.  De- 
tailed study  of  the  schedules  and  maps  will  reveal  many 
similar  instances. 

The  converse  of  the  proposition  that  important  junction 
points  lie  near  the  western  zone  boundaries  is  f oimd  in  the 
fact  that,  where  competition  is  absent,  the  zones  sweep 
much  farther  east  than  mathematically  would  be  pre- 
scribed. In  other  words,  wherever  competition  is  less 
keen,  the  percentage  rates  remain  high.  Were  compe- 
tition entirely  imiform  in  its  geographical  distribution,  the 
several  zones  would  be  parallel,  sweeping  evenly  clear  across 
the  map.  Illustration  of  this  circumstance  will  be  foimd 
in  the  extension  of  the  87  per  cent,  zone  far  to  the  east, 
along  the  Ohio  River,  in  fact  nearly  to  Parkersburg, 
West  Virginia.  Or,  again,  in  the  110  per  cent,  territory 
which  extends  nearly  to  Louisville.  This  latter  rate  has 
been  recently  amended,  as  will  be  shown  later;  but  for 
many  years  continued,  as  here  represented,  abnormally  far 
to  the  east.  In  both  these  instances  the  railway  facilities 
along  the  river  are  monopolized  by  the  Baltimore  &  Ohio 
as  a  trunk  line.  The  only  competition  is  due  to  the  Cin- 
cinnati, Hamilton  &  Dayton  and  Norfolk  &  Western, 
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both  of  which  work  their  traflSc  from  New  York  north. 
The  population  and  traffic  density  being  at  the  same  time 
low,  a  relatively  high  level  of  rates  has  resulted.  Some- 
times, also,  it  may  happen  that  in  these  outlying  regions 
the  shortest  line  ''workable  and  worked"  to  the  seaboard 
may  not  be  due  east,  but  may  proceed  north  until  a  junction 
wiUi  a  trunk  line  can  be  effected.^ 

The  influence  of  independent  transverse  lines  of  railway 
has  been  of  great  importance  in  shifting  the  zo^e  boundaries 
from  their  theoretical  location  to  conform  to  practical  re- 
quirements. Study  of  the  map  permits  a  second  im- 
portant generalization.  Not  only  does  the  boundary  of 
the  zones  usually  lie  just  west  of  large  cities,  the  course 
of  the  boundary  at  the  same  time  frequently  follows  the 
location  of  important  independent  transverse  railways. 
The  zone  boundary,  in  other  words,  lies  just  west  of  the 
cross  railway  line.  For  example,  the  western  boundary 
of  the  100  per  cent.  Chicago  zone,  after  leaving  a  point  on 
the  Illinois  Central,  is  defined  from  north  to  south  by  the 
course  of  the  Chicago  &  Eastern  Illinois  Railroad,  and 
below  Terre  Haute  by  the  line  of  the  Terre  Haute  & 
Evansville.  Similarly,  practical  exigencies  determined 
the  odd  shape  of  the  110  per  cent,  zone,  formed  like  a 
great  distorted  boot  leg.  The  western  boundary  of  this 
110  per  cent,  zone  from  Peoria  south  closely  follows  the 
Peoria,  Decatur  &  Evansville  road  nearly  to  the  Ohio  Biver. 
Similarly  conditioned  by  railway  lines  are  the  boundaries 
north  and  south  of  Indianapolis,  and  especially  north  and 
south  of  Fort  Wayne,  Indiana.  In  other  cases  where  the 
transverse  lines  do  not  cross  nearly  at  right  angles  with 
the  trunk  line,  the  zone  boundary  will  follow  one  railway 
for  some  distance,  and  then  skip  across  to  another  railway 

^Thus  from  Ironton,  in  the  87  per  oent.  sone  south  of  Columbua,  Ohio,  th* 
distance  to  Columbus  is  127  miles,  added  to  638  miles  from  Columbus  to  New  York 
makes  a  total  of  765  miles.  Multiplaring  this  by  00.0206  makes  it  87  per  oent.  of 
iheChioaco  rate. 
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whose  general  direction  is  more  nearly  perpendicular  to 
the  trunk  lines.  Thus,  from  Toledo  to  Lima,  Ohio,  the 
western  boimdary  of  the  76-80  per  cent,  zone  follows  the 
Cincinnati,  Hamilton  &  Dayton,  cutting  the  Baltimore 
ft  Ohio  and  Pennsylvania  trunk  lines  at  right  angles; 
and  then  it  jumps  across  to  the  east  until  it  strikes  the 
sweep  of  the  Toledo  &  Ohio  Central,  which  carries  it  down 
almost  to  Columbus.  Similarly,  the  western  boundary  of 
the  66^  per  cent,  zone  follows  the  line  of  the  Pittsburg 
ft  Western  north  from  Wairen,  in  order  that  that  line 
may  participate  in  New  York  business  by  working  its 
line  north  via  Painesville  on  the  Lake  Shore. 

Why  is  it  apparently  necessary  that  these  zone  boun- 
daries should  follow  along  just  west  of  the  cross  railway 
lines?  The  reason  may  be  made  clear  by  a  concrete  in- 
stance. Originally  and  imtil  about  1891,  Louisville,  Ken- 
tucky, instead  of  having  the  100  per  cent.  Chicago  rate,  as 
at  present,  enjoyed,  on  the  base  of  its  distance  from  New 
York,  about  96  or  97  per  cent,  of  the  Chicago  rate.  In  other 
words,  the  96-97  per  cent,  zone  shown  on  our  map  as  in- 
terrupted at  Indianapolis,  partly  for  reasons  already  men- 
tioned, originally  swept  across  the  map  all  the  way  from 
Grand  Rapids  to  the  Ohio  Biver.  This  territory  from 
Chicago  south  is  served  by  the  Monon  Railway  (Chicago, 
Indianapolis  ft  Louisville),  whose  line,  not  fully  indicated 
on  the  map,  thus  lay  partly  in  100  per  cent.,  partly  in  96 
per  cent.,  and  partly  in  97  per  cent,  territory.  An  im- 
portant part  of  the  traffic  of  the  Monon,  as  well  as  of 
the  other  independent  north  and  south  lines,  consists  of 
business  coming  in  from  the  East  at  the  north  and  worked 
south,  or  coming  in  from  the  East  at  the  south  and  worked 
north.  Or,  in  other  words,  this  line  subsisted  in  part  upon 
indirectly  routed  tonnage  from  New  York,  let  us  say, 
destined  for  Louisville,  but  reaching  it  by  way  of  Chicago 
junction  points.    Freight  thus  hauled  around  two  sides  of 
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a  triangle^  instead  of  by  a  direct  line,  constitutes  one  of 
the  important  sources  of  waste  of  transportation  energy 
to  be  described  in  another  paper.  The  Monon  by  such 
tactics  is  able  to  participate  in,  and  to  profit  by,  a  much 
larger  volume  through  business.  That  is  to  say,  its 
proportion  of  the  entire  haul  is  much  greater  than  it  would 
be  if  the  business  moved  by  the  shortest  line.  Moreover, 
when  indirectly  routed,  the  Monon,  often  securing  for  its 
trunk  line  connections  tonnage  for  the  East  which  would 
naturally  go  to  other  competitive  trunk  lines,  is  able  to 
exact  a  higher  pro-rating  than  even  its  extended  lateral  haul 
would  justify  on  a  strictly  distance  basis.  Such  circum- 
stances alwajrs  greatly  enhance  the  profitableness  of  lateral 
hauls  to  minor  connecting  roads.  It  is  obvious  that  much 
of  this  transverse  haulage  would  be  impossible  wherever  the 
lateral  railway  lines  traverse  different  zones  of  rates.  It 
might  haul  traffic  from  its  100  per  cent,  end,  to  connect  at 
its  96  per  cent,  end  with  a  trunk  line  for  the  East,  but  not 
in  the  opposite  direction.  The  Monon,  always  in  a  po- 
sition to  disturb  the  rate  situation,  through  connection 
with  all  the  competing  trunk  lines,  insisted  upon  equality 
of  rates  all  along  its  line.  To  do  this,  the  100  per  cent, 
zone  had  to  be  extended  east  to  Indianapolis.  Thereafter 
the  Monon  could  profitably  ''work  its  line  in  both  direc- 
tions." This  illustration  will  serve  to  show  why  ordi- 
narily the  zone  boundaries  conform  as  closely  as  possible 
to  the  course  of  the  lateral  roads.  The  confusion  which 
would  be  engendered,  were  the  Peoria,  Decatur  &  Evans- 
viUe  to  be  partly  in  the  110  per  cent,  and  partly  in  higher 
percentage  territory,  while  still  insisting  upon  its  right  to 
work  its  line  both  ways,  can  readily  be  imagined.  To 
avoid  such  difficulties,  the  present  modification  of  strictly 
distance  percentages  had  to  be  adopted. 

The  third  dominant  influence,  above  mentioned,  in  modi- 
fjring  the  mathematical  precision  of  percentages    based 
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alone  upon  the  distance  from  New  York,  has  been  the  com- 
mercial competition  of  traders  and  cities  one  with  another. 
The  aim  of  all  rate  adjustment  should  be,  and  in  fact, 
so  far  as  possible  in  American  railway  practice,  is  to  equal- 
ize conditions,  so  that  the  widest  possible  market  shall 
result.  Producers  or  traders  in  each  city  demand  access 
on  even  terms  to  all  territory  natiuully  tributary  to  them 
by  reason  of  their  geographical  location.  Each  particular 
railroad  sees  to  it  that  its  own  patrons  and  cities  are  "  held  " 
in  all  parts  of  these  markets,  as  against  the  efforts  of  com- 
peting railwajrs  to  promote  the  welfare  of  their  own  con- 
stituencies. Consequently,  the  Proceedings  of  the  Joint 
Rate  Committee  are  filled  with  discussions  as  to  the  ad- 
visability of  amending  general  rules  here  and  there  to 
suit  local  conditions.  Minor  changes  are  continually  being 
effected.  Grand  Rapids,  Michigan,  once  in  100  per  cent, 
territory,  asked  for  a  90  per  cent,  rate,  and  in  1891  secured 
a  reduction  to  96  per  cent.*  Louisville,  once  in  97  per 
cent,  territory,  is  now  a  100  per  cent,  point.  Shifts  in 
both  directions  have  frequently  occurred,  as  the  following 
table  of  percentages  shows:' — 

BtMit.  Detroit.  TUedo.  8andu$ky.  CUvdand. 

April  13,  1876 85  78  71  65 

June  23,  1879^ 81.5         81.5         78  73.5 

April  14,  1880      75.5'»        75.5         75.5         70 

Present  (1900)      78  78  78  71 

A  number  of  changes  were  made  in  1887  in  order  to 
conform  to  the  long  and  short  haul  clause.  Flint,  Michi- 
gan, for  example,  was  reduced  from  95  to  92  per  cent. ;  Ash- 
tabula, Ohio,  from  71  to  67;  while  Springfield,  Ohio,  was 

^  Cf.  Industrial  Commiasioii*  yoL  iv.  p.  556. 

<  Reeord,  Detroit  Board  of  Trade  case.  •  Consult  p.  195,  tupra, 

*  Computed  apparently  by  regular  rules,  but  on  the  basis  of  only  4  cents  ter> 
minal  eharaea  instead  of  the  usual  6. 
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raised  from  82  to  83  per  cent.^  Detroit  has  been  most 
active  in  prosecuting  its  claims  for  a  reduced  percentage.' 
But  the  Interstate  Commerce  Commission  in  1888  upheld 
the  present  status.  A  recent  minor  change  is  indicative 
of  the  forces  which  must  be  dealt  with.  Evansville,  Indi- 
ana, on  the  Ohio  River,  according  to  our  map,  is  a  110  per 
cent,  point.  Vincennes,  Indiana,  lies  just  north  of  it  in  the 
108  per  cent,  triangular  zone.  Since  this  plate  was  made, 
Evansville  has  becui  reduced  to  105  and  Vincennes  to  103 
per  cent.,  respectively.  This  is  substantially,  I  am  told,  on 
a  mileage  basis.  The  reason  for  the  amendment  is  that 
certain  important  industries  are  located  at  these  points. 
Either  to  favor  them  specially  or  to  remove  a  pre-existing 
disability  in  competition  with  other  towns,  this  change 
was  insisted  upon  by  the  railwajrs  interested  in  their  pros- 
perity. By  tentative  processes  of  adjustment  like  this  the 
present  general  relations  have  been  established.  They 
have  been  kept  constant  only  by  the  steady  resistance  of 
the  majority  of  carriers  to  action  which  is  in  the  interest 
of  a  few.  Judged  by  results,  it  would  appear  that  the 
broad  view  has,  in  the  main,  prevailed. 

Tlie  actual  situation  resulting  from  the  above-named 
causes,  it  should  be  observed,  is  not  quite  as  simple  as 
our  map  makes  it  i^pear.  Most  of  the  zones  are  in  fact 
subdivided  into  minor  gradations.  Thus  the  closely 
dotted  zone  designated  ''86-90  ind."  is  constituted  of  an 
87  per  cent,  area  up  as  far  as  the  railway  from  Dayton  to 
Indianapolis ;  while  the  rest  of  it  is  broken  up  into  little 
88,  89,  and  90  per  cent,  areas,  respectively.  The  same 
thing  occurs  elsewhere.  Our  map  generalizes  the  results, 
in  an  effort  to  bring  out  the  zone  relationships  as  fully  as 
is  technically  possible  in  a  single  diagram.    Certain  of 

>  Joint  Rate  OraulAr,  No.  815. 

t  Dwnandmg  a  70  par  otni.  nto  oa  a  striet  mileac»  bama,  and  also  bocaoao 
the  pro-iatinc  bads  with  Waatarn  Unas  ia  at  that  ficora. 
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the  zones,  however,  such  as  the  60,  66i,  100,  and  110  per 
cent,  territories,  are  bounded  exactly  as  here  represented. 

As  for  direction,  the  original  scale  was  intended  only  for 
east-bound  traffic.  West-bound  rates  were  lower  and  more 
irregular.  But  the  system  worked  so  well  that  it  was  soon 
extended  to  cover  the  west-bound  business.  Owing  to 
difficulties  of  routing,  in  order  to  transport  by  the  shortest 
line  into  Chicago,  these  west-boimd  percentages  were  often 
quite  different  from  those  in  the  opposite  direction.^ 
Detroit,  for  instance,  for  some  time  prior  to  1886  enjoyed 
a  70  per  cent,  rate  west-bound,  while  its  percentage  in  the 
opposite  direction  was  78.'  But,  after  the  passage  of  the 
Act  to  Regulate  Commerce  in  1887,  efforts  were  made  to 
harmonize  the  differences.'  At  the  present  time  the  rates 
east  and  west  are  in  most  cases  the  same. 

At  this  point  it  is  essential  to  understand  the  limitations 
within  which  this  percentage  system  is  confined.  It  does 
not  necessarily  determine  the  exact  rate  to  be  applied  in 
practice  from  every  Uttle  station  in  trunk  line  territory. 
For,  in  the  first  place,  it  concerns  only  the  so-called  common 
points;  that  is  to  say,  points  where  competition  of  two  or 
nK>re  carriers  is  effective.  Purely  local  stations  are  charged 
an  ''arbitrary''  into  the  nearest  common  point.  But, 
inasmuch  as  throughout  this  much  be-railroaded  country 
most  shippers  are  less  than  twenty  miles  from  the  next 
line,^  and  since,  moreover,  the  arbitrary  can  never  raise 
the  local  rate  above  the  rate  to  the  next  common  point 

I  Tnmk  Line  Aoaoeutioii  Qroular  No.  523.  iaiiied  July  26,  1883,  gives  tables 
oi  tbeie  peroentacee  in  each  diraotion.  Present  west-bound  peroentaces  are  given 
in  IhitL,  No.  751,  issued  April  8,  1899. 

>  Typewritten  reoord,  Detroit  Board  of  Trade  ease,  1887-88,  Interstate  Com- 
meroe  Commission  OfBoe,  pp.  244-251. 

*  Under  a  eommittee  beaded  by  tbe  late  J.  T.  R.  MoKay,  of  Cleveland.  Tlia 
Ofieial  Claasifioation  and  tbe  75  oent  New  York-Cbioago  rate  firsi-olass  were  tben 
adopted  for  good. 

*  I  am  told  tbat  rivers  intervening  to  out  off  cartage  by  wagon  to  competing 
iinss  bnve  sometimes  effectively  influenced  tbe  cbarges. 
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beyond/  the  scale  is  practically  efifective  everywhere.  A 
more  important  consideration  is  the  fact  that  this  scale^. 
even  for  common  points,  does  not  positively  fix  the  rate. 
It  merely  provides  a  minimum  below  which  rates  shall 
not  be  reduced,  except  by  authority  of  the  roads  acting 
jointly.  It  is  a  minimum,  not  a  maximum,  schedule  in 
every  sense.  Its  provisions  are  never  promulgated  in 
the  form  of  tariffs  as  such.  They  are  rarely  known  to 
shippers,  but  serve  only  as  a  guide  to  traffic  officials.  The 
Interstate  Commerce  Commission,  in  sanctioning  the 
sjrstem,  has  expressly  recognized  this  fact.'  Moreover, 
these  percentage  rates  apply  to  ''classified"  tonnage,  and 
not  to  the  great  bulk  of  commodity  or  special  rates  which 
are  independently  made.  This  exception  is  more  im- 
portant than  either  of  the  others,  inasmuch  as  probably 
three-fourths  at  least,  of  the  trunk  line  tonnage  meas- 
ured by  weight,  is  moved  under  such  commodity  rates. 
Financially,  of  course,  the  relative  proportion  of  commo- 
dity freight  is  vastly  less  than  this  figure.  For  the  classi- 
fied tonnage  is  made  up  exclusively  of  high-grade  goods, 
transported  at  most  remunerative  rates,  whUe  the  com- 
modity traffic,  while  bulky,  often  yields  a  very  low 
revenue  per  ton  mile. 

Other  exceptions  to  the  applicability  of  this  percentage 
system  deserve  mention,  although  they  are  of  relative 
unimportance.  Principal  among  these  is  the  confusion 
engendered  in  Illinois  territory  through  the  entry  of  the 
Western  lines  into  Chicago.  Throughout  their  constitu- 
encies, by  reason  of  the  sparse  population,  freedom  from 
competition,  inequality  of  east  and  west  bound  tonnage, 
and  low-grade  freight,  Western  railroad  rates  per  ton  mile 

^  The  long  and  short  haul  principle  has  always  been  given  great  weight  here. 
All  exceptions  to  it  were  removed  in  good  faith  by  the  carriers  when  the  Act  of 
1887  was  paasd.     Cf.  Windom  Committee,  voL  L  p.  26;  vol.  iiL  pp.  42,134,  and  283. 

>0.  C.  Pratt  Lumber  Co.  v.  Chicago.  Ind.  &  Louisville  Ry.  Co.,  decided. 
January  27,  1904. 
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are  very  much  higher  than  on  the  trunk  Unes.  Moreover, 
they  are  naturally  desirous  of  as  long  a  haul  as  possible, 
namely  into  Chicago.  To  turn  over  their  local  Illinois 
traflSc  to  the  trunk  line  feeders  exposes  them  financially 
to  the  same  losses  as  those  above  mentioned  in  the  case 
of  lateral  independent  lines  further  east.  But  these 
Western  lines,  being  stronger,  have  insisted  upon  recog- 
nition of  their  claims  to  a  proportion  of  the  through  rate 
which  would  at  least  ''pay  for  their  axle  grease."*  The 
result  is  that  throughout  Illinois,  especially  in  the  north 
and  toward  the  Mississippi,  the  distance  principle  is  consid- 
erably distorted,  as  our  map  clearly  shows. — ^The  percent- 
age system  practically  excludes  freight  ''From  Beyond," 
the  rates  on  that  being  determined  by  other  rules. 

East  of  the  Central  Traffic  Association  territory  shown 
on  our  map  the  same  percentage  system  is  extended  to 
points  in  New  York  and  Pennsylvania.'  Suppose,  for 
example,  the  rate  were  desired  from  Columbus,  Ohio,  to 
Albany,  New  York,  or  any  other  point  between  Buffalo  and 
New  York  City.  The  rate  from  Columbus  to  New  York 
City  would  first  be  determined  as  a  percentage  of  the 
Chicago-New  York  rate,  imder  the  system  already  de- 
scribed. Then  from  Columbus  to  Albany  the  rate  would 
be  prescribed  as  a  new  percentage  of  this  percentage.  The 
initial  Western  points,  however,  are  not  determined  in- 
dividually, but  are  comprehended  in  large  groups.  Thus 
the  rate  from  all  points  in  the  72-78  per  cent,  territory, 
shown  on  our  map,  to  Albany,  New  York,  is  96  per  cent,  of 
what  the  rate  would  be  from  those  points  to  New  York 
City.  Syracuse  has  76  and  Utica  87  per  cent.,  respectively, 
of  the  rate  from  any  point  in  this  72-78  per  cent,  territory. 
From  points  beyond  Chicago  taking,  that  is  to  say,^more 

^  Unitod  States  Industrial  Omwniiwion,  toL  tv.  p.  662. 

>C/.  Joint  Committee  Infonnation  No.  208  of  January  13,  1000,  giyins  all 
these  rales  in  detaiL 
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than  100  per  cent,  of  the  New  York-Chicago  rate,  the 
percentages  of  the  rate  to  New  York  City  appljring  to  Al- 
bany,  Syracuse,  and  Utica  are  correspondingly  modified 
to  96,  84,  and  91,  respectively.  Other  complications,  such 
as  the  addition  of  arbitraries  to  ^Boston  and  New  En^and 
points  or  the  subtraction  of  differentials  to  Baltimore  and 
Philadelphia,  follow.  But,  in  the  main,  conforming  al- 
ways to  the  long  and  short  haul  principle,^  rates  to  all 
local  stations  are  prescribed  within  narrow  limits  by  means 
of  a  small  number  of  these  fixed  points.  The  system  is 
the  same,  although  details  may  vary.  Everjrthing  inter- 
locks and  is  harmoniously  related  on  the  distance  basis. 
Rates  from  one  point  to  another  within  the  Central 
Traffic  Association  territory  shown  on  our  map  now  alone 
remain  for  consideration.  These  cannot,  of  course,  be 
adjusted  on  a  percentage  basis,  inasmuch  as  such  traffic 
may  not  be  east  or  west  bound  at  all,  but  may  consist  of 
shipments  in  any  direction.  There  is  no  logical  reason 
why  they  should  interlock  with  east  or  west  bound  through 
rates  when  the  traffic  is,  perhaps,  moving  locally  north 
and  south.  Nevertheless,  the  long  and  short  haul  prin- 
ciple is  observed  with  the  same  fidelity.  A  rigid  distance 
tariff  for  short  hauls,  the  limits  of  which  are  prescribed  by 
the  rates  for  long  hauls  under  the  McGraham  schedule, 
prevails.'  For  distances  up  to  75  miles  this  conforms 
closely  to  the  rates  originally  prescribed  by  the  Ohio 
legislature.  For  greater  distances  it  is  much  lower  than 
the  Ohio  tariff.'  Thus  the  Ohio  rate  for  350  miles  is 
87.5  cents,  while  the  C.  F.  A.  (Central  Freight  Association) 
scale  is  only  42  cents.  The  Ohio  scale  for  200  miles  is 
50  cents,  the  C.  F.  A.  rate  for  the  same  distance  is  only 

>  Cf.  Windom  Cominitt«e,  voL  iL  pp.  42  «nd  184. 

*  Known  m  the  C.  F.  A.  scale.  Full  text  is  printed  in  Illinois  Railroad  Gom- 
mission  Proceedings  in  Mayimnm  Freicfat  Rate  Case,  Record,  eto.,  1905,  p.  48* 
See  also  p.  97. 

*  Detailed  comparison  is  made  in  Ihid,,  p.  4S.    See  also  p.  172. 
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33  cents.  Thus  it  appears  that  this  C.  F.  A.  tariff,  ap- 
plicable to  interstate  business  and  beyond  control  of  any 
State  l^islature,  has,  in  reality,  been  voluntarily  adopted 
by  the  interested  railroads.  The  tariff  is  only  a  Tninimnm 
scale,  below  which  the  roads  agree  not  to  reduce  rates, 
and  above  which  the  actual  rates  often  rise.^  Nevertheless, 
the  fact  remains  that  these  rates,  according  to  distance, 
are  so  much  lower  than  the  Illinois  Railroad  Conmiission's 
tariff  that  Chicago  and  other  distributing  centres  through- 
out the  State  of  Illinois  claim  that  it  works  great  hardship 
to  them.  The  situation  in  Illinois  is  geographically  pe- 
culiar. Its  great  commercial  centre  is  in  the  extreme  north- 
eastern comer,  while,  at  the  same  time,  the  greatest  ex- 
tension of  the  State  is  north  and  south.  These  circum- 
stances, coupled  with  an  interstate  (C.  F.  A.)  tariff  lower 
than  the  Illinois  official  tariff  under  which  Chicago  mer- 
chants must  ship  out  their  goods,  enable  Detroit,  Indi- 
anapolis, and  Cincinnati  to  undersell  Chicago  in  its  own 
State.  Chicago  can  be  equalized  there  oidy  by  special 
or  secret  rates.'  Other  loc^  centres,  like  Quincy,  Illinois, 
joined  with  Chicago  in  this  complaint  to  the  Illinois  Rail- 
road Commission  that  their  rates  were  too  high.'  Think  of 
it!  Shippers  complaining  that  a  government  rate  was  too 
high,  and  requesting  that  the  railway  tariff  (C.  F.  A. 
schedule)  be  adopted  in  its  place!  Is  that  not  evidence 
that  reasonable  treatment  of  its  shippers  by  railway  com- 
panies is  appreciated  by  the  public?  Without  undue 
extension  further  details  of  this  interesting  controversy 
cannot  be  given.  It  will  suffice  to  state  that  in  December, 
1905,  the  Illinois  Railroad  Commission  ordered  a  reduction 
of^its  official  schedule  by  20  per  cent.,  in  an  attempt  to 

I  minoia  RMlroad  Commiflnon  ProcieadiniB  in  MaTimum  Freicfat   Rate  Case, 
Baeord.  ate.,  1006.  p.  Ifi2. 

'  Eshibit  A  1ft, /Utf.,  ahowi  this  by  means  of  a  map.    See  also  EUdna  Committee, 
▼QLiiLp.2271. 

*  The  double  disatnlity  of  these  smaller  places  is  stated  in  Ibid.,  p.  7. 
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reduce  its  rates  to  conform  more  nearly  to  the  C.  F.  A. 
railway  tariff. 

The  evils  incident  upon  two  conflicting  governmental 
authorities,  State  and  Federal,  each  attempting  to  regulate 
rates  independently,  are  clearly  indicated  in  the  preced- 
ing paragraph.  The  Interstate  Conmierce  Commission 
has  been  brought  flatly  up  against  them  in  one  of  its  recent 
Texas  cases.  Local  and  interstate  rates  must  inevitably 
be  adjusted  with  reference  to  one  another,  so  complex  are 
the  conditions  of  commercial  competition.  So  long  as 
the  plain  people  remain  unsatisfied  that  any  real  Fed- 
eral regulative  power  exists,  is  it  not  possible  that  the 
number  of  arbitrary  State  tariffs,  like  those  of  Illinois  and, 
more  recently,  of  Missouri  will  tend  to  increase?  If  State 
legislative  attention  could  be  diverted  from  similar  ac^ 
tivities,  and  such  control  as  circumstances  seem  to  warrant 
were  to  proceed  from  an  efficient,  centralized  Federal  source, 
the  business  of  railway  transportation  might  be  more 
easily  conducted  than  under  present  chaotic  conditions. 
Regulation  at  best  is  a  most  difficult  and  delicate  matter. 
It  should  never  be  attempted  lightly.  The  main  activi- 
ties of  any  governmental  commission  should  be  directed 
towards  settlements  out  of  court,  with  as  little  exercise  of 
mandatory  power  as  possible.  The  chances  seem  to  me 
to  be  more  than  even  that  a  broad-gauge  Federal  commis- 
sion would  accomplish  its  ends  in  this  manner,  and  thus 
tend  to  discourage  State  legislative  interference  in  future. 

William  Z.  Ripley. 
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Economic  terms  seem  to  pass  in  their  historical  develop- 
ment through  a  series  of  stages  which,  without  pretension 
to  rigidness,  may  be  described  as  follows:  first,  no  defini- 
tion is  given,  but  it  is  assumed  that  every  one  has  a  suffi- 
ciently dear  idea  of  the  subject  to  make  a  formal  definition 
unnecessary;  second,  a  definition  is  attempted  and  a 
number  of  exceptional  forms  are  noted;  third,  with  the 
further  increase  of  data,  the  relative  importance  of  the 
various  forms  changes,  confusion  in  discussion  is  intro- 
duced, logomachy  takes  the  place  of  constructive  investi- 
gation; fourth,  a  complete  classification  of  the  forms  em- 
braced under  the  original  term  is  made,  and  problems  are 
investigated  with  reference  to  these  classes.  The  be- 
wildering vagueness  of  economic  theory  is  largely  due  to 
the  fact  that  the  terms  used  are  in  all  of  these  stages  of 
development. 

Perfect  competition  is  the  fundamental  hypothesis  of 
economics  in  the  sense  that  perfect  competition  is  postu- 
lated in  nearly  every  argument  as  to  economic  equilib- 
rixmi.  How  far  has  the  analysis  of  this  term  proceeded 
towards  definiteness  and  precision?  It  would  not  be 
difficult  to  show  that  the  assiunption  of  sufficient  clear- 
ness for  practical  and  theoretical  purposes  is  all  too  com- 
mon in  the  contemporary  treatment  of  the  ultimate  hypo- 
thesis of  the  science.  In  what  respect  is  the  idea  of  com- 
petition changed  when  the  modifiers  "perfect,"  "unlim- 
ited,'' "indefinite,"  "free,"  "pure,"  are  added?  If  by 
these  additions  there  is  a  change  of  meaning  in  the  term, 
then,  in  cases  in  which  the  state  of  industry  admits  only 
of  competition,  what  is  the  nature  of  the  limitation  of  the 
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applicability  of  propositions  deduced  under  the  hjrpothesis 
of  perfect  competition?  The  ahnost  invariable  answer  to 
this  last  question  is  that  the  imperfection  of  competition 
is  simply  a  form  of  friction,  producing,  for  the  most  part, 
a  negligible  variation  from  the  standards  that  prevail  in 
a  regime  of  perfect  competition.  It  is  hoped  that  this 
paper  may  be  a  cause  for  a  more  careful  scrutiny  of  this 
complacent  answer. 

The  objects  of  the  paper  are  threefold:  (a)  To  present 
a  series  of  paradoxes  having  their  origin  in  the  shifting 
meaning  of  the  term  "competition.''  (6)  To  mark  the  vic- 
ious fallacy — ^perhaps  the  most  subtle  and  H^^mftging  of  the 
many  that  pervade  contemporary  economics — of  project- 
ing into  an  unexplored  territory  the  method  of  reasoning 
relative  to  a  definite  state  of  industry  and  a  given  series 
of  implicit  hypotheses.  This  point  is  enforced  by  a  con- 
sideration of  the  doctrine  that,  as  wages,  the  laborer  gets 
what  he  produces.  It  is  suggested  that  in  the  present 
state  of  economic  knowledge,  with  the  present  method  of 
economic  reasoning,  all  that  can  be  said  of  actual  wages 
is  that  the  laborer  at  least  produces  what  he  gets,  (c)  To 
indicate  the  need  of  a  more  precise  definition  of  terms,  a 
more  careful  formulation  of  the  premises  of  our  reasoning, 
and  the  imperative  necessity  of  a  statistical  knowledge  of 
the  conditions  of  production  and  of  the  ownership  of 
property. 

I. 

Some  of  the  associations  of  the  term  "competition"  should 
first  be  considered.  It  is  quite  true  that ''  the  strict  mean- 
ing of  competition"  is  "the  racing  of  one  person  against 
another,  with  special  reference  to  bidding  for  the  sale  or 
piirchase  of  anjrthing",*^  but  that  is  not  its  full  meaning 
when  the  proposition  is  deduced  that  under  a  regime  of 

>  lUnhaU.  Prineipim,  p.  5.  4th  edition. 
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competition  the  laborer  gets  what  he  produces.  When 
competition  is  made  the  fmidamental  hypothesis  in  reason- 
ing with  regard  to  economic  equilibrimn,  it  takes  on  a 
more  complex  connotation,  no  matter  whether  the  method 
of  investigation  employed  is  the  common  form  of  caeteris 
parOma  of  the  older  economists,  the  static  state  or  statical 
method  of  the  more  recent  deductive  economists,  or  the 
system  of  simultaneous  equations  of  the  mathematical 
economists.  In  all  these  cases,  competition  is  a  blanket- 
term  covering  more  or  less  completely  at  least  the  follow- 
ing implicit  hypotheses: — 

I.  Every  economic  factor  seeks  a  maximum  net  income. 
This  is  the  essential  meaning  of  the  term.^  It  is  made 
the  basis  of  the  definition  of  the  science  given  by  Profes- 
sor Edgeworth:  ''Economics  investigates  the  arrange- 
m^its  between  agents  each  tending  to  his  own  maximum 
utility."*  This  aspect  of  competition  is  always  explicitly 
emphasised  in  those  systems  of  economics  using  analytical 
sjrmbols,  since  it  at  once  suggests  that,  as  Malthus  fore- 
saw, ''many  of  the  questions,  both  in  morals  and  politics, 
seem  to  be  of  the  nature  of  the  problems  de  maximis  et 
minimis  in  Fluxions.'"  It  is  the  prime  hypothesis 
used  in  the  system  of  Coumot:  "Nous  n'invoquerons 
qu'un  seul  axiome,  ou,  si  Ton  veut,  nous  n'employerons 
qu'une  hypoth^  savoir  que  chacun  cherche  k  tirer  de  sa 
chose  ou  de  son  travail  la  plus  grand  valeur  possible."  *  It 
may  be  called  the  maximum  hypothesis  of  competition. 

>**It  ia  to  QiMflnay  in  his  DiaioQu^  •w  ^  travaux  det  artifoiu  that  we  owe 
the  fint.  And  very  oetetorieal  emmoimtion  of  the  fonnula  which  htm  been  so  famous 
vnder  the  name  of  the  ecionintic  (?)  prineiple,tand  oonstitutes,  in  faet,  the  basis  of 
•eooomies:  *To  obtain  the  greatest  possible  inciease  of  enjoymentlwith  the  great- 
est  deerease  td  expense  is  the  perfeetion  of  eoonomios.'  It  is  no  exaggeration  to 
say  that  he  who  enuneiated  this  principle  has  indeed  a  rii^t  to  the  title  of  Founder 
of  Eeonomic  Seienoe-"  aide's  review  of  Higgs's  PkyHoaraU,  Beanomie  Joumalt 
June.  1897,  p.  248. 

^  MathemtaHedl  Ptyehiet,  p.  6. 

*  Ob90rvaHcn9  en  ths  Bff§eU  o/  ths  Com  Laum,  1814,  p.  30. 

•  Rtehmrehm,  p,  46. 
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n.  Tliere  is  but  one  price  for  commoditieB  of  the  same 
qiiality  in  the  same  market.  This  is  Jevons's  law  of  in- 
difference, constantly  used  as  a  premise  in  his  theory  of 
economic  equilibrimn.  It  is  also  used  byCoumot,  not- 
withstanding the  above  statement  that  he  would  invoke 
but  a  single  axiom:  ''H  ne  pent  pas  y  avoir  dans  une 
ordre  de  chose  stable,  et  sur  une  grande  ^chelle,  deux  prix 
diff^rents  pour  une  m6me  quantity  d^bit^e. "  ^  As  an  illus- 
tration of  the  identification  of  this  hypothesis  with  com- 
petition, a  passage  from  Jevons's  Principles  of  EcanomicM 
may  be  cited:  ''This  law  of  indifference,  in  fact,  is  but 
another  name  for  the  principle  of  competition  which  under- 
lies the  whole  mechanism  of  society"  (p.  60). 

III.  TTie  influence  of  the  product  of  any  one  producer 
upon  the  price  per  imit  of  the  total  product  is  negligible. 

Compare,  for  an  illustration,  Professor  Pareto's  Cours 
d^icanamie  politique,  vol.  i.  p.  20:  "L'^hangeur  subit 
les  prix  du  march^  sans  essayer  de  les  modifier  de  propos 
d^lib^r^.  Ces  prix  sont  modifies  effectivement  par  son 
offre  et  sa  demande,  mais  c'est  k  son  insu.  C'est  ce  qui 
caract^rise  T^tat  que  nous  appelons  de  libre  conciurenoe. 
...  En  langage  mathdmatique  nous  dirons  que  pour  ^tablir 
les  conditions  du  maximum,  on  diff^rentie  en  supposant 
les  prix  constants." 

IV.  TTie  output  of  any  one  producer  is  negligible  as 
compared  with  the  total  output.  Professor  Marshall  has 
discussed  this  assumption  in  Note  XIV.  of  the  Appendix 
to  his  Principles,  particularly  p.  801  of  the  4th  edition. 

V.  Each  producer  orders  the  amount  of  his  output 
without  regard  to  the  effect  of  his  act  upon  the  conduct 
of  his  competitors.  Where  III.  and  IV.  coexist,  V.  is  a 
simple  corollary,  otherwise  it  is  an  independent  and  in- 
admissible hypothesis.  This  fact  should  be  carefully  ob- 
served, as  much  of  the  subsequent  reasoning  is  based  upon 
it.    In  most  systems  of  economics  a  theory  of  distribu- 

>  lUeUrdim,  p-  73. 


Digitized  by 


Google 


PARADOXES  OF  COMPETITION  215 

tion  is  developed  by  reasoning  consciously  from  hypotheses 
I.  and  y.  It  is  not,  however,  by  any  means  alwajrs  per- 
ceived that  the  truth  of  the  theory  is  further  limited  by  the 
implicit  assumption  of  hypotheses  11.,  III.,  and  IV.  This 
loose  method  of  procedure  entails  no  necessary  harm  so 
long  as  the  investigation  is  confined  to  a  simplified  hjrpo- 
thetical  state,  but  great  harm  is  done  when,  in  appro&ch- 
ing  the  problems  of  actual  industry, — which,  to  a  large  ex- 
tent, is  in  a  state  intermediate  between  perfect  monopoly 
and  perfect  competition, — ^the  economist  flings  the  inquirer 
into  the  vague  with  the  assurance  that  static  standards 
wiU  tend  to  prevail.  In  this  intermediate  state  between 
perfect  monopoly  and  perfect  competition,  hypotheses  III. 
and  IV.  are  never  true,  and  hypothesis  11.  is  frequently 
untrue. 

A  series  of  objections  to  the  above  listing  of  the  impli- 
cations of  perfect  competition  may  easily  be  imagined.  It 
may  be  said,  for  example,  that  these  are  not  all  of  the 
hypotheses  that  are  consciously  or  unconsciously  drawn 
into  reasoning  when  the  term  ''perfect  competition ''  is  used. 
This  objection  would  simply  indicate  the  more  the  con- 
fused state  in  which  actual  discussion  is  conducted.  It 
may  also  be  said  that  some  of  the  hypotheses  are  corol- 
laries under  special  conditions  of  the  fundamental  mean- 
ing of  the  term  ''competition. "  This  will  likewise  be  ad- 
mitted, but  with  insistence  upon  the  above  statement,  that 
all  of  the  hypotheses  are  frequently  subsumed  under  the 
one  term  "competition. "  It  may  be  further  objected  that, 
in  the  enumeration  of  the  above  characteristics,  perfect 
competition  is  confused  with'^a  perfect  market.  To  this 
it  may  be  replied  that  the  confusion  exists  in  current  eco- 
nomics; that  a  perfect  market  is  less  frequently  defined 
thim  perfect  competition,  and  that  there  is  room  for  main- 
taining that  a  perfect  market  is  one  in  which  competition 
is  perfect. 
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II. 

Tlie  paradoxes  about  to  be  presented  have  their  origin 
in  the  shifting  meaning  of  the  term  "competition' '  accord- 
ing as  it  embraces  all  or  only  a  part  of  the  above  five  hy- 
potheses. The  methodological  fallacy  which  it  is  wished  to 
mark  consists  in  the  extension  of  the  method  of  reasoning 
relative  to  perfect  competition,  in  the  sense  of  the  five 
hypotheses,  into  territories  where  only  a  part  of  the  five 
hypotheses  obtain,  and  in  the  projection  of  propositions 
relative  to  a  state  of  industry  described  by  the  five  hypo- 
theses into  conditions  where  competition  exists  only  in  its 
essential  and  fundamental  meaning. 

Suppose  it  is  proved,  imder  the  hypothesis  of  perfect 
competition,  that  labor  gets  exactly  what  it  produces.* 
Suppose,  further,  that,  in  consequence  of  a  perfect  monop- 
oly of  a  particular  industry,  the  price  of  the  conmiodity 
produced  has  risen,  and  wages  have  fallen,  thus  affecting 
both  consumers  and  labor.  What  would  be  the  signifi- 
cance of  a  proposed  remedy  of  these  evils  of  monopoly  in 
the  form  of  competition,  potential  or  actual?  If  there 
should  be  two  or  more  competing  producers  instead  of  one 
monopolist,  would  their  competition  either  remove  or  re- 
duce the  evils  of  monopoly?  Exactly  what  is  the  meaning 
here  of  competition?  It  is  not  that  the  influence  of  the 
product  of  each  producer  upon  price  is  negligible,  nor  that 
his  product  is  small  as  compared  with  the  total  output. 
Besides,  competition,  in  the  strict  and  fundamental  use 
of  the  word,  may  be  of  the  keenest,  and  yet  labor  would 
get  what  it  could,  and  price  would  not  necessarily  fall  to 

^  There  is  a  persuasive  quality  about  these  terms  that  is  extrem^y  unfavor- 
able to  the  progress  of  inquiry  in  the  field  of  wages.  Quite  frequently  from  "labor 
gets  what  it  produces"  the  inference  is  drawn  that  labor  gets  all  it  should.  A 
more  just  wording  would  be  that  labor  gets  what  the  assumed  property  rights  and 
assumed  organisation  of  industry  make  possible,  and  the  important  question  is 
not  so  much  whether  labor  gets  what  it  produces  under  those  conditions,  but  raUier 
why  actual  conditions  make  possible  so  small  a  product. 
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the  level  of  perfect  competition.  If  under  perfect  com- 
petition it  is  true  that  labor  gets  what  it  produces,  then, 
when  competition  is  only  between  a  few  producers,  all  that 
can  be  said  is  that  labor,  at  least,  produces  what  it  gets. 

This  proposition  should  be  examined  in  greater  detail. 
We  may  approach  the  question  by  following  a  route  that 
has  been  traversed  by  some  of  the  ablest  investigators  who 
have  explored  the  devious  ways  of  economic  theory.  In 
the  seventh  chapter  of  Coumot's  Recherches  8ur  les  prin- 
cipes  maihimaiiques  de  la  thiorie  des  richesses  two  proposi- 
tions of  greatest  theoretical  interest  are  deduced.  We 
shall  at  present  take  up  the  first.  The  chapter  bears  the 
heading  "De  la  concurrence  des  producteurs."  The  use 
this  pathfinder  makes  of  the  term  "  competition  "  should  be 
noted,  particularly  as  his  Chapter  VIII.  bears  the  title  "  De 
la  concurrence  ind6finie."  The  first  proposition  is  an- 
nounced as  a  result  of  the  solution  of  a  problem  that  may 
be  stated  as  follows:  Suppose  there  are  two  owners  of  two 
mineral  springs  supplsring  a  water  that  has  no  cost  of  pro- 
duction. If  the  owners  compete  instead  of  forming  a 
monopoly,  what  will  be  the  price  of  the  water  as  compared 
with  the  price  under  monopoly,  and  what  will  be  the  con- 
dition of  equilibrium?    Coumot's  answers  are: — 

(1)  The  price  will  be  lower  than  the  monopoly  price  and 
higher  than  the  price  under  perfect  competition; 

(2)  The  amount  of  water  supplied  will  be  greater  than 
the  amount  supplied  under  perfect  monopoly; 

(3)  Stable  equilibrimn  will  obtain. 

It  is  very  doubtful  whether  these  conclusions  are  re- 
garded as  more  than  platitudes  to  most  readers  of  Cour- 
not's  classic.  They  are  rather  concerned  to  understand 
why  Coiunot  should  have  resorted  to  the  differential  cal- 
culus to  prove  what,  without  its  use,  they  already  know. 
Coumot  was  quite  aware  of  the  certainty  of  thb  objection. 
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C'Comme  on  est  bien  convaincu  avant  toute  analjrse  le 
r^sultat  de  la  concurrence  est  d'abaisser  lea  prix/'  p.  94.) 
If  his  method  of  treating  the  question  should,  perchance, 
stimulate  interest,  it  is  probably,  in  most  cases,  because 
it  is  r^arded  as  establishing  what  Von  Thiinen  called 
^'eine  mathematisch  sichere  Grundlage." 

Let  us  look  into  the  history  of  this  platitudinous  '' ma- 
thematisch sichere  Grundlage''  of  pure  economics.  As  is 
well  known,  the  work  of  Coiunot,  published  in  1838,  was 
not  reviewed  in  France  untQ,  in  reply  to  the  reproach  of 
Professor  Walras  that  the  French  had  ignored  their  great- 
est economist,  not  having  so  much  as  reviewed  his  work, 
the  Academician  Joseph  Bertrand  attempted  an  appre- 
ciation of  Coumot's  method  and  results.  This  particular 
Chapter  VII.  was  specially  criticised.  Bertrand  first  gives 
a  general  criticism  of  the  Recherches  in  these  terms: — 

''  Si  la  thtorie  des  richesses  de  Coumot,  malgr^  la  science 
de  Tauteur,  la  juste  consideration  attach^e  k  sa  personne, 
rinfluence  de  sa  situation  et  le  m^te  de  ses  autres  toits, 
n'a  pu,  depuis  im  demi-sifecle,  attirer  s6rieusement  Tatten- 
tion,  c'est  que  les  id^es  s'y  d^bent  sous  I'abondance  des 
signes  alg^riques;  la  suppression  des  symboles  r^duirait 
le  livre  k  quelques  pages,  et  presque  toutes  offriraient 
alors  de  judicieuses  reflexions  et  des  assertions  dignes 
d'mt6r6t."i 

Descending  to  particular  criticism,  the  first  mathema- 
tician of  France  imdertook  to  show  that  Coumot's  answers 
to  the  above  questions  were  due  to  a  mathematical  blun- 
der.   Bertrand's  own  solution  of  the  problem  is: — 

(1)  There  will  be  no  limit  to  the  fall  in  price; 

(2)  The  amount  of  water  supplied  will  reach  the  amount 
of  satiety,  provided  the  resources  of  the  springs 
are  adequate; 

(3)  Equilibrium  is  impossible. 

^  Journal  dm  mMmU,  September,  1888,  p.  500. 
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What;  we  may  ask,  becomes  of  the  platitudinous  "ma- 
thematisch  sichere  Gnmdlage"  of  pure  economics? 

So  far  as  concerns  Bertrand's  general  criticism  that 
Coumot's  symbols  mask  his  ideas,  it  may  be  said  that, 
on  the  contrary,  his  attempt  at  symbolic  precision  pre- 
cipitated the  assumptions  tacitly  and  unconsciously  made 
in  ordinary  reasoning.  Indeed,  it  is  for  this  very  reason 
that  Coumot  is  taken  to  illustrate  the  current  fallacy  in 
non-symbolic  economics.  So  far  as  concerns  the  particu- 
lar criticism  of  the  seventh  chapter  of  Coumot's  treatise, 
Bertrand's  own  conclusions,  opposed  in  every  point  to 
those  of  Coumot,  exemplify  the  paradoxical  results  that 
may  be  reached  according  to  the  shifting  meaning  of  com- 
petition. Coumot's  hjrpotheses  are  I.,  II.,  V.  Bertrand's 
are  I.,  11.,  and  the  negatives  of  III.  and  IV.  Coumot's 
error  is  not  a  technical  mathematical  blunder.  His  con- 
clusions follow  rigidly  from  his  premises.  To  decide  be- 
tween the  two  series  of  opposed  conclusions,  there  is  alone 
the  test  of  conformity  of  the  respective  premises  to  reality. 
Considered  from  this  point  of  view,  there  can  be  no  doubt 
but  that  Bertrand  is  nearer  the  tmth.  This  concession, 
however,  brings  home  the  facts: — 

(1)  That  the  term  "competition"  undergoes  a  change  of 
meaning  according  as  competition  is  between  many 
or  a  few  competitors; 

(2)  That  there  is  needed  a  very  careful  study  of  the 

number  of  competitors  that  will  render  fallacious 
the  usual  form  of  treating  economic  equilibrium. 
For  example,  the  value  of  tf  in  Professor  Pareto's 
equations.* 

>  The  way  Coornot  reaohed  his  restilt  and  the  source  of  his  error  may  be  seen 
from  the  fc^owinc:  Let  there  be  two  competitors  producing  respectively  Di,  Dj, 
of  the  commodity.  D^  +  -2^"*A  the  whole  amount  produced.  IJf  p  is  put  for  the 
price  of  the  commodity,  then  we  may  write 

D  -  F  (p),  or  p  -  /(D)  -  /(Dj  +  D,). 
Aecordinc  to  hyi>othesis  I.,  the  maximum  hjrpotheeis  of  competition,  each  pro- 
ducer will  independently  try  to  make  his  income  a  maximum     Hence 

D, .  /(A  +  Dt\  D, .  /(Dx  +  D,). 
are  two  quantities  whose  maximum  value  are  sought.    If  now  hjrpothesis  V.,  that 


Digitized  by 


Google 


220  QUARTERLY  JOURNAL  OF  ECONOMICS 

III. 

The  criticism  will  probably  be  oflfered  that  the  problem 
just  discussed  is  extremely  hjrpothetical,  and  that  in  reality 
no  such  confusion  in  the  use  of  the  term  "competition" 
would  occur.  Let  us,  therefore,  take  up  the  second  prop- 
osition in  Coumot's  Chapter  VII.,  to  which  reference  has 
already  been  made.  In  this  case  the  introduction  of  the 
law  of  cost  brings  the  question  nearer  reality.  The  new 
problem  may  be  stated  as  follows:  If  the  water  of  the  two 
mineral  springs  has  a  different  cost  of  production  to  the 
respective  owners,  what  will  be  the  price  of  the  output  as 
compared  with  the  price  under  the  regime  of  perfect  mo- 
nopoly and  the  price  under  the  regime  of  perfect  com- 
petition, and  what  will  be  the  condition  of  equilibrium? 
Coumot's  solution  is: — 

(1)  The  price  will  be  lower  than  the  monopoly  price 
and  higher  than  the  price  under  a  regime  of  perfect 
competition. 

«aoh  produoer  orders  the  amount  of  his  output  irrespective  of  the  effect  of  his  act 
upon  his  competitors,  might  be  used,  we  should  have,  aooordlns  to  the  mathemat- 
ical condition  of  a  maximum, 

(l)^[Di  .  /(A  +  D.)]  -  KDt  -{■Dt)-\-D, .  /KDi  +  A)  -  0 

(2)^[D,.  /(A-f  A)]  -  /(Z)i  +  I>,)  + A  .  /»(Dx  + A)  -  0 

These  two  equations  may  be  written  in  the  following  form: — 
(a)  IK  +  pFKv)  -  0 
(6)  D^  +  pF^(p)  =  0 
By  adding  (a)  and  (6),  we  get 

(c)  >(P)  +  2p  .  F(p)  «  0 
But,  if  the  production  of  the  commodity  had  been  in  the  control  of  a  single  monop- 
olist, we  should  have  had 

(d)  F(p)  +  P  .  FKp)  -  0 
The  root  of  (c)  gives  a  value  of  p  smaller  than  the  root  of  (d).  Therefore,  it  is  ar- 
gued, the  result  of  competition  is  to  lower  prices.  If  the  argument  is  reviewed,  it 
will  be  seen  that  the  conclusion  i»  dependent  upon  the  use  of  hypothesis  V.,  and 
this  hypothesis  may  properly  be  used  only  nhen  hypotheses  III.  and  IV.  are  con- 
currently true.  In  the  problem  before  us  neither  III.  nor  IV.  is  true,  and.  conse- 
quently the  use  of  V.  is  wholly  arbitrary  and  illicit. 

This  problem  has  been  dinctissed  by  Bertrand,  Journal  de§  9atant$,  1883,  pp. 
600-604;  by  Professor  Edgeworth,  OiamaU  degli  economiaii,  July,  1897,  pp.  20-31 ; 
by  Professor  Pareto,  Court  d'ieonomie  polUique^  vol.  i.  pp.  67,  68;  by  Profe 
Fisher,  Quarterly  Journal  of  Economic$,  January,  1898,  p.  126. 
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(2)  The  amount  produced  will  be  more  than  under 
monopoly  and  less  than  under  a  r^ime  of  perfect 
competition. 

(3)  There  will  be  stable  equilibrium. 

The  solution  of  this  second  problem  is,  thus  far,  identical 
with  that  of  the  first  problem,  and  doubtless  seems  as 
platitudinous.  But  the  conclusions  are  reached  by  using 
the  same  series  of  hypotheses  I.,  II.,  V.,  and  the  reasoning 
is  invalidated  in  consequence  of  the  same  illicit  use  of  the 
premise  V. 

In  the  discussion  of  this  problem  Professor  Edgeworth 
has  rendered  similar  services  to  those  of  Bertrand  in  re- 
gard to  the  first.  His  conclusion  is  that  the  problem  is 
indeterminate;  that  is,  that  there  are  an  indefinite  number 
of  possible  prices  and  amounts  of  commodity  sold,  and  that 
consequently  stable  equilibrium  is  impossible. 

Professor  Edgeworth  has  succeeded  in  giving  a  graphic 
iUustration,  which  may  be  reproduced  here,  of  the  indeter- 
minateness  of  equilibrium  in  case  of  competing  monopo- 
lists. The  graphic  treatment,  however,  is  limited  to  an 
extremely  simple  hjrpothesis. 

Suppose  the  competing  monopolists*  to  be  I.,  II.  Sup- 
pose, further,  (a)  that  each  of  the  competitors  sells  to  one- 
half  of  the  consumers,  (6)  all  of  the  consumers  are  alike 
in  their  desire  for  the  commodity,  and  in  their  capacity 
to  pay  for  it.  Their  demand  curves  are,  therefore,  alike. 
If  we  assume  that  the  elementary  demand  curves  may  be 
represented  by  straight  lines,  then  the  demand  for  the  out- 
put of  I.  may  be  represented  by  line  RC,  (see  the  figure)  and 

>  The  ezprmrion  "oompetinc  monopoliBts,"  when  employed  in  reUtion  to  a 
ancle  oommodity,  seems  a  oontradietion  in  terma,  but  its  use  has  the  sanction  of 
Professor  Edgeworth,  whose  investications  of  monopoly  are  the  most  important 
eontribotions  to  ezaet  eoonomios  sinee  the  work  of  Coumot.  The  distinction  be- 
tween eompetition,  perfect  competition,  monopoly,  perfect  monopoly,  rests  upon 
a  quantitative  basis,  and  the  odd  sounding  of  "competing  monopolists"  in  the 
abore  context  is  doubtless  partly  due  to  the  lack  of  analysis  of  the  terms  in  popu- 
lar economics. 


Digitized  by 


Google 


222 


QUARTERLY  JOURNAL  OF  ECONOMICS 


the  demand  for  the  output  of  11.  by  RC\  In  both  cases 
the  amount  of  commodity  is  measured  on  the  axis  of 
abscissas  and  the  price  upon  the  axis  of  ordinates.  (c) 
The  law  of  cost  is  the  same  for  the  two  competitors,  and 
may  be  represented  by  OD,  0D\  It  is  further  supposed, 
in  the  diagram,  that  the  amount  of  possible  output  of  each 
producer  is  limited  to  OB,  0B\  which  in  each  case  is  equal 
to  three-fourths  of  OC.    OC  is  drawn  equal  to  OR. 
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Upon  these  conditions  it  may  be  proved  that,  if  the  two 
producers  acted  as  a  unit,  the  price  OF,  which  is  one-half 
of  Ofi,  would  be  settled  upon  as  affording  the  maximum 
net  revenue.  If,  however,  the  price  OF  were  to  obtain, 
there  would  be  an  advantage  for  either  producer — for  ex- 
ample, I. — ^to  throw  upon  the  market  any  amount  of  product 
intermediate  between  FE  and  Q2)  at  a  price  less  than 
OF  by  an  amount  as  small  as  he  pleased.  Such  a  course 
on  the  part  of  I.  would  draw  off  a  large  part  of  the  pur- 
chasers of  II.,  thereby  diminishing  the  latter's  net  profit. 
It  would,  therefore,  be  to  the  advantage  of  II.  to  throw 
upon  the  market  any  amount  intermediate  between  FE^ 
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and  QL^  at  a  price  lees  than  the  price  fixed  by  /.,  by  an 
amount  as  small  as  he  pleased.  This  imderselling  might 
continue  until  the  price  OQ  were  reached  and  the  amount 
OB  +  OB^  were  sold.  But  the  movement  of  price  need 
sot  stop  here.  If  the  price  OQ  were  reached^  then  it  would 
be  to  the  advantage  of  either  producer,  say  of  I.,  to  limit 
the  amount  of  his  output  to  PE  or  to  an  amount  inter- 
mediate between  PE  and  QD.  II.,  following  his  own  ad- 
vantage, would  limit  his  output,  and  so  the  process  would 
continue.  Under  the  conditions  of  the  problem  there 
could  be  no  resting-place.^ 

The  case  just  presented  is  intended  simply  to  illustrate 
the  phenomenon  of  indeterminateness.  Professor  Edge- 
worth  has  treated  the  general  problem  analytically  in  a 
way  in  which  the  conditions  imposed,  unlike  those  given 
above,  are  conditions  approximating  reality. 

This  second  problem  of  Coumot's,  owing  to  the  intro- 
duction of  the  consideration  of  cost,  has  a  keener  interest 
for  us  than  the  preceding  one.  The  contradictory  results 
of  the  two  investigators  throw  a  new  light  on  the  doctrine 
that,  under  competition,  the  laborer  gets  what  he  pro- 
duces. If  we  accept  Coumot's  method  of  treating  the 
problem, — the  method  of  projecting  the  process  of  reason- 
ing applicable  to  unlimited  competition  into  the  field  of 
limited  competition, — we  reach  the  conclusion  that  the 
more  industry  falls  into  the  hands  of  a  few  competitors, 
the  higher  the  price  of  the  commodity,  the  narrower  the 
opportunity  for  remunerative  employment  of  labor.  The 
theory  that  labor  gets  what  it  produces  becomes  the  theory 
that  his  production  is  limited  to  the  condition  of  maximum 
profit  of  his  employer.  And  this  is  true,  no  matter  how 
keen  may  be  the  d^ree  of  competition  of  employers.  If 
we  accept  the  criticism  of  Professor  Edgeworth,  which 
sets  out  from  premises  much  nearer  to  the  conditions  of 

>  OiomaU  d^aU  §e€nomi$ii,  July,  1897,  pp.  23,  24. 
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actual  life,  the  problem  is  economically  indeterminate, 
rates  are  fixed  by  non-competitive  causes,  and  the  doc- 
trine that  labor  gets  what  it  produces  becomes  the  doctrine 
that  labor  at  least  produces  what  it  gets. 


IV. 

Let  us  return  for  a  moment  to  Coumot's  second  problem. 
As  far  as  that  problem  has  been  treated,  nothing  ex- 
traordinary has  appeared  in  his  conclusions.  Indeed,  it 
seems  probable  that  Coumot  accepted  his  own  results  (1) 
because  they  seemed  to  be  in  harmony  with  common  ob- 
servation that  competition  reduces  prices  ("comme  on 
est  bien  convaincu  avant  toute  analyse,  le  r^sultat  de  la 
concurrence  est  d'abaisser  les  prix"  (p.  94),  (2)  because 
they  are  in  harmony  with  the  doctrine  of  continuity  which 
is  fundamental  in  his  general  philosophy.^  There  would 
seem  to  be  much  in  favor  of  conclusions  deduced  by  mathe- 
matical method,  confirmed  by  common  experience  and 
the  philosophic  doctrine  of  continuity. 

It  is  very  fortunate  that  the  reasoning  here  is  expressed 
in  mathematical  form,  Bertrand's  criticism  notwithstand- 
ing; for  there  is  less  chance  of  dragging  in  new  conditions, 
as  is  usually  done  when  conclusions  of  economic  reasoning 
are  controverted.  The  very  same  equations  that  yield  the 
three  results  above  given,  which  seemed  so  commonplace, 
will  also  yield  the  following: — 

The  TpToducer  of  the  greater  amount  of  watery  in  case  there 
are  two  producers^  will  have  a  marginal  cost  less  than  that  of 
the  producer  of  the  less  amounts  In  his  discussion  of  this 
problem  Coumot  places  no  limitation  upon  the  laws  of 
cost,  whether  they  are  the  laws  of  diminishing  return,  con- 

^  Compare  his  B99ai  mr  U9  fondemenU  de  not  [Don$tai$mmee»,  vol.  L,  ohap.  ziiL 
Perhaps  in  no  other  system  of  philosophy  is  the  doctrine,  and  even  the  phrase 
fuUura  rum  facii  9aUu»,  of  more  frequent  occurrence. 

'  Coumot,  Recherehf,  p.  06. 
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stant  return,  or  increasing  return/  If  the  three  platitudi- 
nous conclusions  are  accepted  because  they  are  deduced 
from  Coumot's  equations  and  confirmed  both  by  a  vague 
common  experience  and  the  philosophic  doctrine  of  conti- 
nuity, then  we  must  also  be  prepared  to  at  least  follow 
the  consequences  of  the  above  deduction  from  his  equa- 
tions. 

Suppose  the  production  of  the  water  is  subject  to  the 
law  of  diminishing  return  at  both  of  the  springs.  We 
should  then  have  the  following  paradox:  In  case  of  perfect 
competition,  when  the  law  of  diminishing  return  is  the 
law  of  production,  the  price  of  the  product  is  equal  to 
the  marginal  cost  of  production.  In  case  of  competition, 
when  the  law  of  diminishing  return  is  the  law  of  industry, 
the  price  of  the  product  is  greater  than  the  marginal  cost, 
and  the  marginal  cost  is  less  for  the  producer  of  the  greater 
amount. 

Or,  if  we  take  industry  subject  to  the  law  of  increasing 
return,  we  have  this  paradox: — 

In  case  of  perfect  competition,  equUibrium  is  impossi- 
ble.' In  case  of  competition  there  is  stable  equilibrium, 
price  is  greater  than  the  marginal  cost,  and  the  producer 
of  the  greater  amount  has  the  lower  marginal  cost! 

Coumot  seems  to  have  been  the  first  to  state  the  doctrine 
that  equilibrium  is  impossible  where  industry  is  subject 

>  Suppose  the  laws  of  cost  to  the  two  oompetitora  are  sjonbolised  reepectiyely 
by  ^(2>i).  4i(<D|)  where  I>x»  !>%,  have  the  same  meanings  as  in  a  prerioas  note. 
Tlien  aoeordinc  to  hypothesis  I.,  if  p  —  /(Di  +  Dt)  —  /(D),  the  competitors  will 
mdependently  seek  the  maximnm  values  rsspeetively  of  [/(D)  .  Dx  —  ^(Oi)], 
UiD)  .  Dt  —  4i(I>s)].  If  hypothesis  V.  mi^t  be  used,  we  should  have,  by  the 
eondition  of  a  maximum, 

(1)  KD)  +  Dx\  HD)  -  ♦>i(D,)  -  0 

(2)  KD)  +  Dt .  HD)  -  ^\iDt)  -  0 
Subtracting  eciuation  (?)  from  equation  (1),  we  have 

Dx-Dt^  j^ l^hiDO - ^\(Dt)]  -  FHp) Cf^iCDi)  -  ♦>.(A)1. 

Here  F(p)  »  D,  and  consequently  FHp)  is  always  negative.  Therefore  Di  ^  Dt 
aecording  as  4*t(I>i)  $  ^\(Dt).  Observe  that  in  the  treatment  of  the  problem 
no  restrietions  are  placed  upon  the  signs  of  Vi(Di),  VtiDt). 

s  IZsdksrdhss,  p.  102. 
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to  the  law  of  increasing  return,  and  yet  the  above  para- 
dox— or  is  it  an  absurdity? — flows  from  his  equations. 

Professor  Marshall's  animadversions  upon  the  method 
of  treating  this  problem  are  most  illuminating  for  the 
following  reasons: — 

(1)  They  lead  to  his  showing  that  the  statical  method 
is  inadequate  to  deal  with  problems  of  increasing  return. 
"The  hypothesis  of  a  stationary  state  is  useful  to  illus- 
trate many  points  in  economics;  but  it  is  the  nature  of 
such  hypotheses  to  be  treacherous  guides,  if  pursued  far 
away  from  the  starting-point.  They  soon  lead  us  into 
a  region  of  imreal  abstractions,  and,  in  particular,  this 
one  is  not  suitable  for  that  part  of  the  pure  theory  of  equi- 
librium of  normal  demand  and  supply  .  .  .  which  relates 
to  industries  that  obey  the  Law  of  Increasing  Return,  a 
law  that  belongs  essentially  to  an  age  of  change  and  prog- 


Accordingly,  we  find  that  nearly  all  manuals  adopting 
the  statical  method  of  exposition  make  no  mention  of  the 
law  of  increasing  return.  Or,  if  perchance  the  law  is  re- 
ferred to,  no  hint  is  given  of  the  nature  of  the  modifica- 
tions of  the  results  previously  deduced  before  they  may 
be  applied  to  industries  subject  to  the  law  of  increasing 
return. 

(2)  They  lead  to  the  illimiinating  mathematical  Note 
XIV.  in  the  Appendix  to  his  Principles,  in  which  a  precise 
definition  is  offered  of  the  term  "marginal  product  of 
labor."  From  Notes  III.  and  XIV.  of  the  Appendix  the 
following  proposition  may  be  deduced:  The  error  of  re- 
garding the  marginal  product  of  labor  as  equal  to  the 
physical  product  of  a  imit  of  labor  multiplied  by  the  price 
per  imit  of  the  product  is  greater  (a)  the  greater  the  pro- 
portion of  the  total  output  supplied  by  a  producer,  (6) 

>  PrtncipUt,  2d  edition,  pp.  4S4,  486.  That  thfi  abow  was  suoested  by 
Coumot't  problem  may  be  seen  by  referring  to  the  note,  p.  486,  of  the  same 
edition. 
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the  less  the  d^ree  of  elasticity  of  demand  for  the  product. 
In  a  word,  the  term  ''marginal  product  of  labor"  also 
changes  its  meaning  according  as  the  number  of  compet- 
ing producers  are  many  or  few. 


The  paradoxes  thus  far  considered  have  been  derived 
from  the  common  theory  of  the  supply  of  rival  commo- 
dities. The  case  about  to  be  discussed  concerns  the  theory 
of  complementary  commodities,  and  will  still  further  ex- 
emplify the  fallacy  of  projecting  methods  of  reasoning  rela- 
tive to  a  given  state  of  industry  and  a  given  set  of  implicit 
hypotheses  into  an  unexplored  territory.  Coumot's 
Recherches  will  again  form  the  starting-point  of  the  inves- 
tigations. In  the  ninth  chapter  of  that  work  the  follow- 
ing problem  is  proposed:  If  to  the  making  of  a  given  com- 
modity two  factors  of  production  are  necessary,  what  is 
the  condition  of  equilibrium,  of  the  price  of  the  conunodity, 
and  of  the  amount  of  the  commodity  supplied,  when  the 
factors  of  production  are  severally  monopolized  instead 
of  being  under  the  control  of  the  maker  of  the  finished 
good? 

Coumot's  solution  is: — 

(1)  The  price  will  be  higher  than  the  price  under  a 
single  monopoly. 

(2)  Less  will  be  produced  than  in  the  case  of  a  single 
monopoly. 

(3)  Equilibrium  will  be  stable. 

The  way  of  reaching  these  extraordinary  conclusions  is 
described  explicitly  by  Coumot,  p.  114:  "On  applique  k 
la  throne  du  concours  des  producteurs  les  raisonnements 
qui  nous  ont  servi  k  analyser  les  effets  de  la  concurrence." 
He  confessedly  follows  the  method  of  reasoning,  dear  to 
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the  hearts  of  economists  and  sociologists^  of  arguing  by 
analogy.  In  case  of  the  supply  of  rival  commodities, 
each  producer  competes  for  a  part  of  the  supply,  wid,  by 
hjrpothesis  V.,  orders  the  amount  of  his  output  without 
regard  to  the  effects  of  his  act  upon  the  output  of  his  com- 
petitors. In  case  of  the  supply  of  complementary  conmio- 
dities,  each  producer  competes  for  a  part  of  the  price  of  the 
finished  good,  and  alters  the  price  of  his  own  factor  without 
regard  to  the  effect  of  his  act  upon  the  prices  of  the  factors 
of  his  competitors.  Coumot's  mathematics  in  this  par- 
ticular problem  are  based  upon  this  analogy,  and  his  con- 
clusions are  relative  to  these  premises. 

Suppose  his  analogy  and  conclusions  are  accepted. 
Then,  by  a  not  uncommon  use  of  the  term  "competition," 
we  find  that,  in  case  of  complementary  goods,  the  compe- 
tition of  factors  of  production,  severally  monopolized,  for 
a  share  of  the  price  of  the  finished  good,  leads  to  an  in- 
crease of  the  price  of  the  finished  good  over  the  price  that 
would  obtain  under  a  single  monopoly.  The  amount  of 
the  product  is  diminished,  the  field  for  the  remunerative 
employment  of  labor  is  reduced,  and  wages  fall.  If  these 
results  are  true,  what  becomes  of  the  remedy  for  the  evils 
of  monopoly  in  the  form  of  competition? 

If  objection  is  made  to  Coumot's  propositions,  the  reply 
is  offered  that  he  simply  followed  the  custom  of  economists 
of  arguing  by  analogy,  projecting  the  conclusions  relative 
to  one  state  of  industry  into  another  state,  using  a  part 
of  the  hypotheses  covered  by  the  term  "competition,"  wid 
neglecting  the  rest. 

When  the  premises  of  this  particular  problem  are  brought 
nearer  to  the  facts  of  actual  industry, — e.g.,  by  Professor 
Edgeworth  in  his  articles  in  the  Giomale  degli  economistij — 
it  is  found  that  here  again  the  problem  is  indeterminate 
and  rates  are  fixed  by  non-competitive  causes. 
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The  chief  object  of  this  paper  has  been  to  show  some 
of  the  critical  limitations  of  the  current  method  of  inves- 
tigating economic  questions,  and  to  expose  the  bewilder- 
ering  vagueness  of  a  fundamental  term.  Incidentally,  cer- 
tain statements  have  been  made  with  regard  to  the  theory 
that,  as  wages,  the  laborer  gets  what  he  produces.  In 
order  that  these  scattered  statements  may  be  brought  to- 
gether, and  a  view  obtained  of  the  extremely  hjrpothetical 
character  of  that  theory,  a  sunmiary  in  a  categorical  form 
may  be  made: — 

1.  The  doctrine  that  the  laborer  gets  what  he  produces 
does  not  apply  in  case  of  perfect  monopoly;  and  there  are 
no  statistics  as  to  the  proportion  of  industry  actually 
monopolized. 

2.  The  doctrine  does  not  apply  when  the  producers  of 
a  commodity  are  few  in  number.  The  current  method  of 
investigation,  which  leads  to  the  projection  of  conclusions 
based  on  perfect  competition  into  this  field  of  competing 
monopolists,  is  fallacious.  There  are  no  statistics  as  to 
industries  in  this  condition. 

3.  The  doctrine  needs  serious  modification  in  case  of 
industries  subject  to  the  law  of  increasing  return.  The 
statical  method  is  inadequate  to  deal  with  the  problem. 
There  are  no  statistics  as  to  the  proportion  of  industry  in 
this  state. 

4.  The  doctrine  does  not  apply  in  case  of  the  monopoly 
of  one  or  more  complementary  producers'  goods.  The  pro- 
jecting of  the  method  and  results  of  perfect  competi- 
tion into  this  field  leads  to  most  absurd  conclusions.  There 
are  no  statistics  as  to  the  proportion  of  industry  in  this 
state. 

"Bien  loin  d'avoir  song6  k  6crire  dans  im  esprit  de 
systdme  et  pour  me  ranger  sous  les  banniferes  d'lm  parti, 
je  pense  qu'il  reste  un  pas  immense  k  franchir  pour  passer 
de   la    th^rie   aux   applications   gouvemementales;    je 
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trouve  que  la  thtorie  ne  perd  rien  de  son  prix,  en  reetant 
ainsi  prteervfe  du  contact  de  la  poldmique  passionnfe;  et 
je  crois  que  si  cet  essai  pouvait  6tre  de  quelque  utility 
pratique,  ce  serait  principalement  en  faisant  bien  sentir 
tout  ce  qui  nous  manque  pour  r^udre,  en  pleine  connais- 
sance  de  cause,  une  foule  de  questions  que  Ton  tranche 
hardiment  tons  les  jours/' ^ 

Henby  L.  Moobb. 
Columbia  UNnrBBSirr. 

>  Coamof 8  Btdkttehm,  p.  zL 
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THE  COURT  OF  PIEPOWDER. 

I.    Origin  and  General  Development. 

In  recent  years  some  attention  has  been  devoted  to  the 
history  of  the  law  merchant,  and  our  knowledge  of  the 
development  of  the  more  prominent  commercial  tribimals 
of  Emt)pe  has  been  increased/  but  no  attempt  has  yet 
be^i  made  to  investigate  the  history  of  the  English  coiut 
of  piepowder,  the  humble  court  of  the  market  or  fair  in 
which  the  disputes  of  wajrfaring  merchants,  the  dusty- 
footed  men,  were  settled.  Blackstone  calls  it  "the  lowest 
imd  at  the  same  time  the  most  expeditious  court  of  justice 
known  to  the  law  of  England."  *  The  term  "piepowder*' 
("piepoudres,"  "pede  pulverosi")  was  not,  however,  ap- 
plied to  the  tribunal,  as  Coke,  Spelman,  Cowell,  and  vari- 
ous other  older  writers  believed,*  because  justice  was  ad- 
ministered as  speedily  as  the  dust  could  fall  or  be  removed 
from  the  feet  of  the  litigants,  but  because  the  court  was 
frequented  by  merchants  with  dusty  feet,  who  wandered 
from  mart  to  mart.*    Though  this  was  one  of  the  most 

1  OoldMhmidt.  Handbueh  de§  Handeltreehtt,  1801;  Silbenohmidt,  Die  BnUU- 
hmg  dm  deuttdun  HmtdtUoeriehig,  1804;  Morel,  Les  jurMietion*  eommereiakt  au 
moytn  Soe,  1897;  Huvolin,  Bemi  hiatorique  ntr  U  droU  ds9  marehit  tt  fovrm,  1897; 
MitebeU,  An  B$tay  an  the  Bariy  Hiatory  of  the  Law  Merchant,  1904. 

>  Commeniariee,  Book  III.,  f.  32. 

t  This  explanation  is  not  yet  wholly  obsolete.  See  Ben  Jonaon,  Barthdomew 
Fair,  ed.  Cunningham,  1875,  p.  647. 

'  The  following  examples  illustrate  the  use  of  the  term  **piepoudres."  **Ex- 
tranens  mercator  vel  aliquis  transiens  per  regnom  non  habens  eertwn  mansionem 
infra  ▼ioeoomitattun  sed  vagans  qui  voeatnr  piepowdioas  hoc  est  ani^oe  dusUfute" 
("Fragmento  CoUeota,"  o.  29,  ascribed  to  King  David,  1124-1163;  Acte  of  Pari, 
of  SeoU,,  i.  725).  "Querelas  transeuntium  per  villam  qui  moram  non  potenmt 
faeere  qui  dieuntur  pepoudrous"  (15  Hen.  III.,  Liber  AOnu,  ed.  Riley,  07).  **Per- 
sonas  qui  oderem  habere  debent  justitiam  siout  sunt  mercatores  quibus  exhibetur 
justitia  pepoudrotts"  (Braoton,  f.  334).  Right  should  be  speeded  to  foreign  plain- 
tills  *'cim  pepoudrous  solom  lei  marohande"  (Mirror  of  JutHeee,  Book  I.,  oh.  3). 
**Les  plets  antra  gents  estraunges  qe  lem  appele  pepoudrous"  (19  Edw.  I.,  Domee- 
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active  and  wide-spread  of  all  the  tribunals  f ormeriy  exist- 
ing in  England,  it  is  difficult  to  find  much  inf onnation  con- 
cerning it.  Writers  of  the  seventeenth  and  eighteenth 
centuries  show  some  interest  in  the  legal  aspect  of  the 
subject/  but  they  present  few  details  that  can  be  turned 
to  account  by  the  historical  investigator;  and  the  modem 
text-books  of  economic  and  legal  history  dispose  of  it  with 
a  few  vague  words  of  explanations.'  The  local  records 
that  have  been  published  contain  many  stray  references 
to  the  court  of  piepowder,  but  they  are  fragmentary  and 
difficult  to  piece  together  satisfactorily.  The  fullest  source 
of  information  is  a  fourteenth-century  treatise  on  the 
"Lex  Mercatoria,"*  which  is  supplemented  by  the  rolls  of 
the  fair  courts  of  St.  Ives  (1275)  and  Leicester  (1347).* 
There  is  also  a  good  deal  of  unpublished  material  in  the 
rolls  of  piepowder  courts  and  in  borough  customals  which 

daw  of  Jpminek,  22).  "PlaoiU  vooftta  pepoudras"  (1340.  Cardiff  Record*^  ed.  Mat- 
thews, L  23;  1350.  Ckarttn  of  Neath,  ed.  Francis;  1360.  Kenfic  Arehaootogia  Cam- 
brmu%»,  4th  aer..  u.  181).  **Curia  que  voeatur  pepouderom"  (c  1344,  Torksey, 
below,  p.  17).  **Le  courte  de  peepoudres."  22  Edw.  III.;  "in  plaeitis  pedis  pul- 
▼eroeati,"  10  Rich.  II.  (Southampton,  HiaL  M88.  Cam.,  xL  pt.  iiL  8-10).  **Curia 
de  pipoudros,"  1385.  Newport  in  Wentloos;  "plaoita  pedis  pulverisati,"  1392, 
Shaftesbury  (Arduuoiogia,  xlviii.  438;  JUcord$  of  Shaftethwry,  ed.  Mayo,  4).  "And 
pledid  pipoudris  aUe  manere  plesmtis"  (Laniiand,  Richard  the  Redelee,  iiL  319). 
"Ferrount  a  eux  droit  de  jour  en  aultre  come  pipoudres,"  1411;  "curia  pedis  pul- 
verisati.  1494  {Red  Paper  Book  of  Coleheeter,  ed.  Benham,  17, 125).  "Oourte  Tabbe  de 
Westm.  de  pipoudres,"  1429  {Rci.  ParL,  iv.  357).  "Sicut  alii  extranei  faeiunt  in 
euria  que  in  vulgo  dioitur  pypoudres"  (15th  eentury,  Woodruff,  Fordwieh,  263). 
"My  servant  is  arrested  in  your  oowert  of  estrancers  or  comonley  cawled  a  oowrt 
of  pyepowders"  (1573,  Rjre,  Hiet.  M8S,  Cam.,  xhL  pt.  iv.  26).  The  plural  ending 
of  the  name  of  the  court  was  still  in  common  use  in  the  seventeenth  century.  See, 
for  example,  Ben  Jonson,  BortAoIofiMw  Fair,  Act  III.,  So.  1:  "Can  you  answer  this  at 
the  piepoudresT"  d.  Coke,  Fourth  Jnatitute,  f.  272;  Spelman,  Oloeearium,  §.  v. 
"pedis  pulverisati  curia." 

>Crompton,  Juriedietion  of  Courte,  1594,  f.  229;  (}oke.  Fourth  IneiiiuU,  1644, 
f.  272;  Kitohin,  JuriedieHone,  1651,  ff.  195, 196;  Bulstrode,  Reporte,  1658,  u.  21-25. 

s  Cunningham,  Orowth  of  Induetry,  3d  ed.,i.  181,  452;  Ashley,  Beonamie  Hie- 
tary,  3d  ed.,  i.  101;  Palgrave,  DieHonary,  iiL  108;  Rogers,  Six  Centuriee  of  Work, 
146;  Walford,  Faire,  26-31;  Holdsworth,  Hietary  of  Bnglieh  Law,  2X»,  309.  The 
paper  by  John  Pettingall,  "Of  the  Courts  of  Pypowder,"  in  Archaeologia,  1770,1. 
210-224,  deals  only  with  the  origin  of  the  name  of  the  court. 

^LUOe  Red  Book  of  Brietol,  ed.  Bickley,  1900.  L  57-85. 

*  Select  Pleae  in  Manorial  CourU,  ed.  MaiUand,  130-160;  Recorde  of  Leiceeter, 
ed.  Bateson,  ii.  72-74. 
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the  future  historian  of  this  institution  may  turn  to 
account.^ 

The  early  history  of  markets  ^in  continental  Europe  has 
evoked  much  discussion,  especially  in  Germany.'  Royal 
grants  of  markets  with  jurisdictional  rights,  which  are  first 
mentioned  on  the  Continent  in  the  ninth  century,  are 
numerous  from  the  tenth  century  onward,  and  such  grants 
imply  the  establishment  of  local  tribunals  of  justice  for  the 
administration  of  market  law.*  Little  information  concern- 
ing the  activity  of  these  courts  is  found,  however,  in  the 
works  of  modem  writers,  though  they  deal  in  detail  with 
the  courts  of  the  great  fairs,  like  those  of  Champagne  and 
Lyons,  which  are  prominent  in  the  fourteenth  and  fifteenth 
centuries.  These  writers  seem  to  have  found  no  plea 
rolls  of  ordinary  market  or  fair  moots,  and  the  name  "  pie- 
powder" does  not  seem  to  have  been  applied  to  these  tri- 
bunals on  the  Continent.^ 

In  England,  as  on  the  Continent,  the  right  to  grant  a 
market  or  fair  was  a  royal  prerogative  or  franchise,  one 
of  the  "jura  r^alia."*    Soon  after  the  Norman  Conquest 

^  For  some  of  the  mediaval  idea  roUa.  see  Hiai,  M88.  Com,,  iv.  429,  v.  577, 578, 
Ti  477, 3dii.  pt.  iv.  206.  zv.  pt.  x.  28;  Harrod.  CaL  of  Court  BoOs  of  CoUhmler,  51-59. 
For  later  jdea  roUs,  tee  below,  p.  5,  n.  4,  p.  0  and  p.  7.  n.  2.  A  speeimen  of  what 
may  be  found  in  boroucfa  oustomala  i«  given  in  the  note  oonoeming  Torkiey, 
appended  to  this  paper. 

*See  eepeeially  Rathfen,  Die  Bntttehung  dor  MarkU  in  DouUehiand,  1881; 
Bletsohel.  Markl  und  Siadt,  1897;  Keutgen,  in  Nouo  Jakrb.  fur  da»  kUut.  AlUr- 
tkum,  1900,  V.  275-299;  Huvelin,  Booai  hioloriquo.  Huvelin  and  Sohm  (Dio 
Knittekung  de§  douioeKon  8tadtsweoen§,  1890)  believe  that  the  boroui^  court  was  in 
its  origin  a  mere  market  court. 

•  Huvelin,  167-175. 

*The  term  **piepoudreuz"  was,  however,  occasionally  applied  to  wandering 
merehants  oo  the  Continent.  See  Du  Cange,  Oloeoarium,  t.  v.  **pede  pulverosi" 
and  "puhrereos'';  Glasson,  Jnotitutiont  do  la  France,  vi.  481.  n. 

•  Kemble,  Saxone,  1876.  ii.  73,  74;  for  the  Continent,  Huvelin,  j^ssat.  179-187. 
388.  "Feria  est  quedam  libertas  regaUs  quam  nullus  habere  potest  absque  speciali 
eoneessione  domini  regis"  (PlaeHa  de  quo  Warranto,  24).  One  of  the  earliest  refer- 
ences to  a  fair  court  in  England  is.  however,  found  in  a  grant  of  Hu^  earl  of 
CSiester,  to  the  church  of  St.  Werburgh,  late  in  the  eleventh  century:  *'si  aliquis 
foriafecerit  in  nundinis  illis  omnia  placita  pertraetentur  in  curia  Sanote  Werburge" 
(Dugdale,  Monaelicon,  U.  387;  Ormerod,  Cheeter,  1882,  i.  287,  of.  Ibid.,  I  14. 190). 
In  France  the  great  seigneurs,  as  well  as  the  king,  exercised  the  right  to  grant  mar- 
kets and  fairs,  but  towards  the  close  of  the  thirteenth  century  the  crown  reasserted 
its  claim  that  this  was  a  regalian  privilege  (Huvelin,  Beeai,  179-187). 
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some  of  these  grants  clearly  specify  the  mdusion  of  juris- 
diction ("sac  and  soc")-  William  the  Conqueror  gave 
to  the  church  of  St.  Mary  of  Thomey  a  market  at  the 
manor  of  Yaxley  with  "sac  and  soc  and  toll."*  A  charter 
of  Edward  III.  states  that  William  Rufus  granted  to  the 
bishop  of  Winchester  the  fair  of  St.  Giles  with  all  his  rents 
and  rights  of  jurisdiction  ("redditus  et  justicias  suas") 
within  the  city  of  Winchester,  and  that  this  was  confirmed 
by  Henry  I.'  Henry  I.  also  granted  a  fair  to  Herbert 
Losinga,  bishop  of  Norwich,  "  cum  saca  et  soca  et  thol  et 
theam  et  infangenetheof  et  aliis  consuetudinibus  onmibus 
que  pertinent  ad  jus  feriarum,"  and  two  other  fairs  "cum 
saca  et  soca  et  aliis  consuetudinibus  que  pertinent  ad  jus 
ferie."'  In  1110  the  same  king  granted  to  the  abbey  of 
Ramsey  a  fair  at  St.  Ives  "with  soc  and  sac  and  infang- 
thef,  just  as  any  fair  has  in  England."*  The  wording  of 
these  two  documents  implies  that  a  court  was  an  ordinary 
appurtenance  of  a  fair  in  the  time  of  Henry  I.,  and  this 
seems  also  to  have  been  the  case  in  Scotland  in  the  first 
half  of  the  twelfth  century.*  Grants  of  fairs  "with  sac 
and  soc  and  infangthef "  were  also  made  by  Henry  II.* 

We  find  some  data  concerning  the  activity  of  market 
and  fair  courts  during  the  thirteenth  century,^  and  the 

*  PlacUa  de  quo  WamtUo,  298.  The  eharter  w»s  confirmed  by  Henry  I.,  112S- 
1135  iCoL  of  Charter  RoUs,  i.  65). 

*  Charter  for  8l  OUe*  Fair,  ed.  Kitohin,  26.  Kitohin  gives  1096  ea  the  dftte 
of  the  ohATter  of  William  Rufua.  It  is  possible  that  * 'justicias"  may  mean  rer- 
enues. 

<  CaL  of  Charter  RcXU,  i.  153      Herbert  died  in  1119. 

«  CartuL  Momui,  de  Ramm.,  i.  240.  u.  101 ;  ef.  Ckramam  Ramm.,  221. 226,  286. 

*  Acte  of  Pari,  of  SeolL,  i.  350,  725,  726;  Aneioni  Law  of  Burghe  of  SeoOamd, 
ed.  Innes,  41,  42. 

*  CartuL  Abbai.  de  WhiUby,  i.  148. 

7  *'Ipsi  [the  bailiffs  of  the  bishop  of  Hereford]  facient  justiciam  omnibus  Que- 
rentibus  et  recipient  inde  ameroiamenta  durantibus  predictis  nundinis  "  (25  Hen. 
III.,  Abbreviatio  Plaeitorwn,  113).  **Ballivi  ipsius  archiepisoopi  (of  Yorii]  durante 
feria  oustodient  pacem  civitatis"  (21  Edw.  I..  Plaeita  de  quo  Warranio,  223).  The 
Quo  Warranto  Rolls  (pp.  75,  137,  155,  217,  248,  298,  410,  etc)  frequently  refer  to 
"judioialia  ad  mereatum  pertinentia,"  the  instruments  d  judicial  punishment  per- 
taining to  a  market  or  fair,  nam^.  the  pillory  and  the  tumbril. 
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documentary  material  is  more  abmidant  in  the  fourteenth 
and  fifteenth  centuries,  when  they  floiuished  in  boroughs 
and  manors  throughout  England  under  the  name  of  courts 
of  piepoudres  ("curia  pedis  pulverisati")-  Indeed,  from 
the  reign  of  Edward  IV.  onward  the  judges  at  Westminster 
ruled  that  this  tribunal  was  an  appurtenance  of  every 
market  or  fair.*  The  statutes  17  Edward  IV.,  c.  2,  and 
1  Richard  III.,  c.  6,  the  only  acts  of  Parliament  directly 
relating  to  this  branch  of  the  judiciary,  also  state  that  to 
every  fair  there  pertains  a  "court  de  peedowdrez,"  and 
they  lay  down  certain  rules  to  remedy  abuses  of  its  juris- 
diction, notably  to  prevent  the  trial  of  actions  concern- 
ing contracts  or  other  matters  that  did  not  arise  in  the 
fair.* 

During  the  sixteenth  and  seventeenth  centimes  the 
grant  of  a  market  or  fair  and  a  court  of  piepowder  is  often 
mentioned,  especially  in  town  charters,'  while  the  activity 
of  these  courts  is  attested  by  some  surviving  plea  rolls 
and  other  local  records,*  and  by  stray  descriptions  of  their 
functions  in  the  literature  of  the  time.  For  example,  in 
the  first  quarter  of  the  seventeenth  century  Ben  Jonson 
in  his  Bartholomew  Fair  portrays  the  doings  of  Judge 
Overdo  in  the  "court  of  piepoudres";  and  an  entry  in 
the  records  of  Southampton,  dated  1623,  states  that,  owing 

1  This  doetrine  is  dearly  set  forth  in  the  Year  Books:  "a  ohesoun  market  est 
ineideot  xm  court  de  pypoud'  poor  faire  justice  as  marchants  deins  le  market/' 
12  Edw.  rV.,  f.  0,  22  Edw.  IV.,  f.  33;  *'a  un  fair  est  incident  \m  court  de  pipowders 
et  per  srant  del'  fair  ceo  passa,"  8  Hen.  VII.,  f.  4;  "chesoun  faire  ad  un  court  de  pi- 
powdera/'  12  Hen.  VII.,  ff.  16, 17.  See  also  Doctor  and  Student,  f.  11 ;  Coke,  Fourth 
Institute,  f.  272.  The  same  doctrine  is  implied  in  the  judgment  of  the  princes  and 
matnat,es  of  Germany,  in  1218,  that  a  rosral  grant  of  a  market  or  fair  excludes  the 
jurisdietiop  of  the  count  or  other  judge  of  the  province  (Keutgen,  Urkunden,  No. 
66). 

*  Cf.  RoL  Pari.,  vi.  187, 188.  The  act  of  17  Edw.  IV.  was  made  perpetual 
by  the  sUtute  ol  1  Rich.  III. 

*Mvme.  Corp.  Com.,  Index  (Pari.  P^>ers,  1839,  vol.  xyiii.),  489,  490.  This 
eourt  is  mentioned  in  sixteen  royal  charters  or  patents  granted  to  Colchester  between 
1462  and  1818  {Charter*  of  CoUhotter,  ed.  Benham). 

*  HiH.  Mas.  Com.,  ▼.  586,  x.  pt.  ▼.  287,  288,  336,  xii.  pt.  ix.  432,  519,  xiiL 
pt  rr.  26,  85;  Reeorde  of  PorUmotith,  ed.  East,  1891,  p.  163;  Reeorde  of  Leieeeter, 
ed.  Bateson,  iiL  275. 
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to  the  use  of  the  town  hall  for  theatrical  purposes  by 
stage-players,  the  mayor  and  bailiffs  coming  to  the  hall  to 
administer  justice  in  the  piepowder  courts,  ''which  are 
there  to  be  holden  twice  a  day,  if  occasion  so  require,  can- 
not sit  there  in  decent  order."*  A  century  later  Defoe 
says  of  Stourbridge  Fair :  "  Here  is  a  court  of  justice  always 
open,  and  held  every  day  in  a  shed  built  on  purpose  for 
the  fair.  .  . .  Here  they  [the  magistrates  of  Cambridge] 
determine  matters  in  a  summary  way,  as  is  practised  in 
those  we  call  pyepowder  courts  in  other  places,  or  as  a 
court  of  conscience,  and  they  have  final  authority  with- 
out appeal."* 

But  the  increase  of  wealth,  bringing  a  permanent  and 
continuous  local  demand  for  commodities,  together  with 
the  improvement  of  transport  facilities  and  means  of  com- 
munication, due  largely  to  the  creation  or  repair  of  roads 
in  the  eighteenth  century,  diminished  the  importance  of 
fairs  and  periodical  markets,  and  tended  to  sap  the  vitality 
of  the  old  tribunals  of  justice  or  rendered  many  of  them 
wholly  obsolete.*  Blackstone  says  that  in  his  day  they 
are  "  in  a  manner  forgotten,"  *  and  his  contemporary  Har- 
rington states  that ''  we  hear  little  of  these  courts  at  pres- 
ent." •  As  in  the  case  of  the  court  leet  and  many  other 
old  English  institutions,  the  death-struggle  was,  however, 
protracted  far  into  the  nineteenth  century.  There  are 
records  of  a  piepowder  court  at  Eye  from  1732  to  1813,* 

>  Hiti.  M88.  Com.,  id.  pt.  lit  28. 

*  Defoe,  Tattr  throuoh  Onot  Britotn,  1748.  i.  98.  The  work  wm  fixvtpubUahed  in 
1724.  For  the  court  of  Stourbridge  Fair  in  the  sixteenth  oentury,  aee  Walford, 
Fain,  70.  71.  76.  86. 

*  For  the  improvement  of  roads,  especially  in  the  eighteenth  century,  see  Cun- 
ningham. Orowth  of  Indtutry,  1903.  ii.  635-540.  **0e  sont  lee  foiree  qui  ont  oontri- 
bu^  pour  une  bonne  part  au  perfeotionnement  et  au  d^vdoppement  de  moyens  de 
relations  plus  faoilee  et  moins  codteux;  et  oe  sont  oeux-ci  qui.  par  leur  extension, 
ont  fini  par  tuer  lee  foiree"  (Huvelin.  Bami,  22). 

^CornmentariM,  Book  III.,  f.  33.  For  a  grant  of  a  piepowder  court  in  Blaek> 
fltone's  time  (1762).  see  CaL  of  Hom€  0/fiee  Pajm;  1760-1766.  p.  237. 

•  Barrington,  Obscrtn/ums  <m  ths  5tof«let.  3d  ed..  1769.  p.  881. 

•  Hitt.  M88.  Com.,  x.  pt.  iv.  635. 
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and  in  1835  sessions  of  such  courts  were  still  held  occa- 
sionally in  several  boroughs.^  They  continued  to  be  held 
at  Bartholomew  Fair,  London,  until  about  the  middle  of  the 
nineteenth  century,  and  at  Hemel  Hempstead  imtil  1898; ' 
and  the  form  of  proclaiming  the  opening  of  the  court  seems 
still  to  be  observed  at  Bristol  and  Newcastle-upon-Tjme.* 
As  much  of  our  information  concerning  these  tribimals 
comes  from  the  boroughs,  attention  must  be  called  to  the 
fact  that  a  borough  might  have  a  court  of  piepowder  dur- 
ing the  time  of  a  market  or  fair,  or  such  a  court  might  be 
a  section  of  the  mimicipal  judicature,  with  sessions  from 
day  to  day,  if  necessary,  even  when  there  was  no  market 
or  fair/  In  fact,  it  became  a  rule  of  law  that  there  might 
be  such  a  court  in  boroughs  without  a  fair  or  market.* 
Sometimes  the  proceedings  of  a  piepowder  court  are  en- 
tered in  the  ordinary  plea  rolls  of  the  borough  court,  as 
though  the  former  tribunal  were  regarded  as  a  mere  phase 
or  special  session  of  the  latter  without  any  separate  or- 
ganization of  its  own.*  In  some  towns,  on  the  other  hand, 
we  find  distinct  piepowder  roUs,^  the  existence  of  which 

>  Mtmic  Carp,  Com.,  Index.  1830.  p.  480. 

>  Morifly.  M^moin  of  BarthoUmtew  Fair,  1880.  pp.  346.  347.  885;  Cwtar.  ''Esriy 
Hktory  d  Law  Merehant."  in  Law  QuarUrkf  Ropiew,  xvii.  237.  The  proeeedinci 
ol  the  oonrt  of  Bartholomew  Fair  from  1700  (to  about  1853  are  extant  {{Notm  and 
Quaim,  2d  ev..  Tii.  408). 

•Cole.  **En«li«h  Borouch  Courts."  in  Law  Quarttrly  Rwimo^xvm.  382.  386; 
ef.  Noim  and  Querim,  6th  ev..  vr.  235.  For  similar  proolamations  in  the  second  half 
of  the  nineteenth  century,  see  Ibid.,  vr.  330;  Report  on  Marhtt  RighU  and  TolU, 
ii.  55;  Yorkokiro  ArchaoUooieal  Journal,  xvii.  252;  Walford.  Fairt,  157. 150.  205. 

«  Liilie  Rod  Book  of  Briotoi,  i.  57;  Liber  AUmt,  67.  173;  AhbroviaHo  Plaeitorum, 
140;  HoUoway.  Ryo,  148;  Lycm,  Dover,  IL  357;  Borough  CueUmu,  ed.  Bateson.  i. 
85;  Woodruff.  Fordwieh,  218,  242.  250.  263;  Boys.  Sandwich,  452;  Charlore  of 
Cambridge,  ed.  Maitland,  84;  Swinden.  Yarmouth,  160.  161;  Ardiaooiogia  Cam- 
breneiM,  4th  scr..  iL  181;  Chartere  of  Nottingham,  ed.  Stevenson,  56-58;  HioL 
M88.  Com.,  xL  pt.  iii  8.  Accordinc  to  the  ordinances  of  Waterford  (1574).  a  ease 
eoneeminc  *  stranfer  may  be  removed  from  the  ordinary  town  oourt  to  the  pie- 
powder court,  "and  nothing  [is]  altered  but  the  title  or  stsrle  of  the  court"  (HieL 
U88.  Com.,  X.  pt.  V.  335). 

*  Year  Booke,  13  Edw.  IV..  f.  8;  Coke.  Fourth  InoHtuU,  f.  272. 

•Hiat.  MSa.  Com.,  br.  420.  v.  577.  578.  vL  544.  575;  Hedges.  WaUingford, 
L  380;  Moule,  CaL  of  Chartere  of  Weymouth,  43.  44. 

'  Above,  p.  8,  n.  1;  below,  p.  10.  n.  1. 
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indicates  a  separate  tribunal;  and  it  is  sometimes  clearly 
stated  that  the  piepowder  court  could  be  held  only  during^ 
the  time  of  the  market  or  fair.^  When  it  was  a  special 
session  of  the  borough  moot,  it  sat  from  time  to  time,  as 
need  required,  for  the  benefit  of  visiting  traders  or  strangers 
("extranei");  and  tried  only  suits  in  which  they  were  con- 
cerned; pleas  between  burghers  were  excluded  from  its 
jurisdiction.'  In  this  connection  we  may  also  note  the 
fact  that  the  principal  fair  might  be  under  the  control  of 
a  bishop  or  abbot,  and  during  its  continuance  supreme 
judicial  authority  over  the  city  might  be  placed  in  his 
hands,  ordinary  jurisdiction  being  vested  in  his  piepowder 
court  to  the  exclusion  of  the  borough  court.* 

II.    Organization,  Jurisdiction,  and  Procedure. 

The  court  of  piepowder  was  held  before  the  mayor  or 
bailiffs  of  the  borough,*  or  before  the  steward  if  the  mar- 
ket or  fair  belonged  to  a  lord.*    The  mayor  or  steward  was 

>Blomefield,  NorfoUk,  1806,  iu.  151.  152;  MtmOm  of  CanitHmry,  by  CMm, 
No.  41.  **Curie  meroatorie  que  .  .  .  habent  teneri  apud  le  tolhoos  de  B.  diebw 
meroatoribus/'  27  EUa.  (Burrouch,  ColUdanm  Burieruia,  Britiah  Muaeum*  Addii. 
MSB.  17391.  f.  150).  The  court  sat  at  Oolohestar  and  H«ff«ford  "ratione  mercati" 
(Cutts.  ColdtetUr,  161 ;  Rastall.  Bnlr%e»,  1 168).  Th«  profiU  of  the  *  'curia  mereati  " 
or  "court  de  pepoudres"  are  diwtinguiwhed  from  those  of  the  **curia  Tillae"  or 
portmote  at  Boeton,  8  Edw.  I.,  and  at  Leicester  about  1462  {R^gialntm  Homori^ 
de  Riehmand,  app.  37;  Reeordt  of  Leicester,  ed.  Bateson.  ii.  272).  At  Southampton 
the  "common  court"  of  the  town  is  distinKuiahed  frtun  the  "court  de  pepoodres," 
22  Edw.  III.  (HuL  M88.  Com.,  xL  pt.  iiL  0.  10). 

*See  the  references  above,  p.  7.  n.  4,  especially  H%$L  MSS.  Com.,  xL  pt. 
iii.  8.  0;  Swinden,  Yamumih,  160.  161;  and  the  Customal  of  Torksey.  below,  p.  18. 

*Abbr€9iato  Plaetiontm,  113.  Hereford;  Plaeita  de  quo  Wammto,  221.  223, 
York;  Charter  of  Edw.  III.  for  St.  Oilm  Favr,  ed.  Kitohin.  10-21.  30.  Wmohester; 
Dallaway.  Aieser.  i.  206.  Chichester;  Cartulary  of  3L  Fridmwide,  L  87.  70.  Oxford; 
Boase.  Oxford,  71 ;  Stanley  v.  the  Mayer  of  Norwich,  31 ;  Blomefield,  Norfolk,  1806. 
iii  72. 

*LittURed  Book  of  Brietol,  i.  50.  70;  Blomefield,  Norfolk,  1806.  iiL  151;  Way- 
len.  Marlborough,  106;  Cardiff  Record;  ed.  Matthews,  i.  22.  23;  Madox,  Pvrma 
Burgi,  135;  Arehaeologia,  xlviii.  438;  Munic  Corp.  Com.,  1835.  iv.  2156.  2404. 
2447;  HieL  MSS.  Com.,  x.  pt.  v.  335;  Recorde  of  Shafteelmry,  ed.  Mayo.  4. 

•LiitU  Red  Book  of  Briatol,\.  59,70,71;  Year  Booke,  6  Edw.  TV.,  t.  Z;  Bartmia 
de  Kemeye,  78;  Select  Pleae  in  Manorial  CourU,  ed.  MaiUand,  138;  Sutute  17  Edw. 
IV.,  c  2. 
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often  assisted  by  two  citizens  or  ''discreets/'^  According 
to  a  letter  patent  of  1277,  four  sergeants  were  to  help  the 
baili£fs  and  reeve  administer  justice  at  the  fair  of  Great 
Yarmouth.*  Three  keepers  of  the  fair  of  the  abbot  of 
Abingdon,  ''bearing  wands/'  are  mentioned  in  1295.*  The 
fair  at  Leicester  was  in  charge  of  the  mayor  and  three 
stewards.^  At  Winchester  the  bishop's  justiciars  were  as- 
sisted by  three  or  four  men,  who  saw  that  the  precepts  of 
the  court  were  executed.*  According  to  royal  charters 
granted  to  Kilkenny  in  1385  and  to  New  Ross  in  1389^ 
four  men  of  the  town  were  to  be  elected  "barons"  to  hold 
the  pleas  of  the  fair.*  Until  the  latter  part  of  the  seven- 
teenth century  the  officers  of  the  court  of  Bartholomew 
Fair,  in  London,  were  an  "associate"  and  six  sergeants-at- 
mace.^  Li  1268  Henry  III.  granted  to  the  citizens  of 
London  the  right  to  appoint  four  or  five  of  their  number 
to  try  "pleas  of  merchandise"  in  which  they  were  con- 
cerned in  any  fair  throughout  England,  and  the  same 
privilege  is  mentioned  in  various  town  charters  modelled 
after  that  of  London  in  the  reign  of  Edward  I.*  Li  1274 
three  men  were  assigned  to  hear  all  pleas  of  the  citizens 
of  London  at  the  Boston  Fair,  "without  any  bailiff  of  the 
fair."*    The  fourteenth-century  treatise  on  the  Law  Mer- 

>  LSber  AUnu,  67;  Bulstrode,  lUpcrU,  iL  21 ;  LAtfe  Red  Book  of  Briatol,  L  79. 
The  special  oouri  for  merobanU  in  each  stai^  town  was  in  charge  of  a  nutyor  and 
two  comrtablec  (Oroas,  OUd  MorchatU,  i.  144);  and  the  conuneroial  court  of  Ferrara 
eompriied  a  jnriat  and  two  merchants  (Morel,  Loo  jwriodieiumo  comnureialoo,  70). 

>  CaL  of  Patoni  RoOm,  1272-1281,  p.  204.  <  Ibid,,  1202-1301,  p.  211. 
«  BoeordM  of  LoieoaUr,  ed.  Bateson.  iL  113,  254, 453,  454. 

•  Charter  of  Bdw.  Ill,  for  St,  GiUo  Fair,  33. 

•  Ckartao  Hibemiao,  81,  85. 

'  M orley,  Bartholomew  Fair,  1880,  pp.  345,  347. 

*  Liber  Cuetumantm,  ed.  Riley,  i.  252;  Roberts,  Hiet.  and  AtUiq.  of  Lyme  Regie,. 
25;  Petyt  MS.,  Inner  Temple  Library,  No.  536.  ziiL  225  (Newton.  Dorset),  »▼. 
21^221  (Mdcombe  Resis). 

*  Liber  de  AnHq^ie  Legibue,  171.  In  1298  four  citisens  of  London  were  ap- 
pointed keepers  or  wardens  at  Boston  Fair  {Letter  Book  B,  ed.  Sharpe.  219).  Dm^ 
inc  the  fourteenth  century  the  number  appointed  for  the  fairs  of  Boston  and  Win- 
chester raries  from  three  to  fifteen  (Letter  Book  C,  98-100;  D,  233;  B,  239,  284». 
286,  291,  303;  F,  215). 
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chant  preserved  at  Bristol  says  that  every  mercantile 
court  C' curia  mercatoria'^)  also  had  a  clerk,  a  seal,  and 
plea  rolls/ 

In  some  places  there  were  two  regular  sessions  daily, 
one  in  the  morning  and  the  other  in  the  afternoon.'  We 
often  also  hear  that  sessions  are  held  or  pleas  are  adjourned 
from  hour  to  hour  and  day  to  day.'  The  coiut  took  cog- 
nizance especially  of  cases  in  which  any  stranger  ("ex- 
traneus")  or  wayfaring  trader  was  a  party;*  and  its  juri&- 
diction  comprised  actions  concerning  debt,  contract,  and 
trespass,'  including  breaches  of  the  assize  of  bread  and 
beer,  for  the  pimishment  of  which  every  market  or  fair 
was  required  to  have  "judicialia,"  namely,  a  pillory  and 
a  tumbril.'  The  author  of  the  treatise  in  the  LitUe  Red 
Book  of  Bristol,  sajrs  (i.  57)  that  all  pleas,  except  pleas 
of  land,  could  be  tried.  He  should  also  have  excepted 
serious  crimes,  the  trial  of  which  would  usually  be  reserved 
for  the  coming  of  the  royal  justices;^  but  sometimes  even 

^LitiU  Red  Book  of  Brittol,  L  77;  of.  Ibid,,  8(>-«6.  For  the  seal.  Me  abo 
ICadox,  Formularot  18;  of.  Huvelin,  Sooai,  476.  For  plea  rolls,  see  above,  pp.  3,6, 
and  CharUr  of  Bdw,  III.  for  8L  Q<U»  Fair,  88. 

^LiiOeBod  Book  of  BriMUl,  L  57;  Yoar  Bookt.  7  Hen.  VI..  ff.  18,  19;  RaataQ. 
SfUrtM,  168;  Hitt.  MS3.  Com.,  zL  pt.  iiL  28;  Noiot  and  Qwriot,  6th  eer.,  iv.  285; 
Holloway,  Ry«,  148;  AeU  of  Pari,  of  5ootf.,  L  726;  and  the  Costomal  of  Torkaey, 
below,  p.  17.  Some  of  these  raferenoet  seem  to  indioate  that  9  a-m.  and  3  p.ic 
were  favorite  hours  for  holding  the  oonrt.  On  the  Continent  adjournments  were 
usually  from  the  morning  until  the  afternoon  (Huvelin,  Sma%  420). 

*Domo$day  of  Ipowi^  22;  Madoz,  Firma  Buroi,  185;  Woodruff,  Fordwidi, 
218.  242,  259,  268;  H%$L  MSS.  Com.,  x.  pt.  v.  288;  LittU  Red  Book  of  BriatU,  i. 
57;  Charier  for  Si.  OiUe  Fair,  81;  Liber  AUmt,  67,  173,  890. 

*  LitOe  Red  Book  of  Brietol,  i.  68;  Baronia  de  Kemeye,  78;  Hiet.  MSS.  Com^, 
X.  pt.  V.  885;  of.  above,  p.  8. 

^  Arehaeoloffia,  xlviiL  438.  440;  Statute  17  Edw.  IV.,  o.  2;  Chartae  Hibemiae, 
81,  85;  Madoz,  Firma  Burgi,  135. 

•PlacUa  de  q^o  Warranto,  75,  137.  154,  217,  248,  298.  370,  372,  380,  410,  414. 
Breaches  of  the  assise  should  be  punished  not  by  fine,  but  by  the  pillory  or  the 
tumbril  {Ibid.,  155).  Fines  or  amercements  were,  however,  imposed  upon  liticants 
and  offenders.  See  CaL  of  Patent  RoOe,  1272-1281,  p.  204;  1476-1485.  pp.  98. 
131,  154,  158;  Jenkins.  ReparU,  211;  CharUu  Hibemiae,  81,  85;  Hiet.  MSS.  Cotn., 
X.  pt.  V.  287.  288;  LittU  Red  Book  of  Brietol,  i.  61;  Ormerod,  Cheeter,  1882,  L  287; 
Customal  of  Torksey,  below,  p.  18. 

'  Cat.  of  Patent  RoOe,  1272-1281,  p.  204. 
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these  were  included  within  the  jurisdiction  of  the  court. 
The  justiciars  of  St.  Giles  Fair,  at  Winchester,  were  vested 
with  authority  to  hold  crown  pleas  and  pleas  concerning 
land;^  and  the  abbot  of  St.  Werburgh  claimed  that  diuing 
his  fair  at  Chester  he  had  the  right  to  try  appeals  of  felony, 
except  for  the  death  of  a  man.' 

There  seems  to  have  been  no  limitation  of  the  amount 
involved  in  a  suit.  The  Customal  of  Torksey  expressly 
states  that  the  court  has  cognizance  of  covenants,  con- 
tracts, trespasses,  and  debts,  for  amounts  abov^  and  below 
forty  shillings.^  By  the  Statute  17  Edward  IV.,  c.  2,  its 
jurisdiction  was  limited  to  thmgs  happening  or  actions 
arising  within  the  precinct  of  the  fair  and  during  the  con- 
tinuance of  the  particular  fair  at  which  the  court  was 
beld,^  the  plaintiff  being  obliged  to  take  an  oath  that  ^'  the 
contract  or  deed  .  .  .  was  made  or  committed  within  the 
fair  and  within  the  time  of  the  said  fair  where  he  taketh 
his  action'';  but  judgment  could  be  deferred  imtil  the 
time  of  another  fair  or  market,*  and,  according  to  older 
usage,  a  plea  could  be  moved  ''  in  curia  mercati  de  re  facta 
extra  limites  mercati."  * 

>  Charter  of  Bdw.  III.  for  St,  OHm  Fair,  36.  37. 

> Orm«ro<t  ChmUr,  1882,  L  288.  31  Edw.  m.  On  theOontineiit  the  juriMlio- 
tioii  of  the  oourts  of  markets  and  fain  uraally  excluded  **ju*tiQia  ■ancoinia"  (Huve- 
lin,  Smai,  418). 


*  Below,  p.  18.  For  examples  d  amotmts  beyond  forty  shillingi.  see  LiUU 
B0dBcokofBritlel,lS9;  Fsor  BooJb.  7  Hen.  VI..  ff.  18.  10;  Cutts.  Coldbttor.  161 ; 
SeUet  PUa»  in  Manorial  CourU,  140.  162;  Cal.  of  State  Papere,  DomesUo.  Charles 
I..  1031-1083,  pp.  102.  201  (a  suit  for  £600). 

*  This  rule  was  also  applied  to  markets  (Coke,  Fourth  IneOtute,  f.  272).  It  was 
not,  howerer,  applied  to  boroughs  in  which  a  piepowder  court  micht  be  held  by 
custom  whan  there  was  no  market  or  fair  (Croke.  Reporte,  Jac  I.,  318). 

*  LittU  Red  Book  of  Brietol,  i.  67.  03;  Charier  of  Bdw.  III.  for  SLGiUe  Fair, 
82;  Cutts.  Cdeheeter,  101;  Jenkins.  Reporte,  211.  212;  Morley.  Bartholomew  Fair, 
1880.  p.  70. 

•LittU  Red  Boole  of  Brietol,  i.  70.  80-86;  Charter  of  Edw.  III.  for  St.  GHee  Fair, 
30;  Arehaeologia,  zlviii.  438;  Ormerod.  Cheeter,  1882,  i.  287;  Customal  of  Toricsey, 
below,  p.  18.  Continental  usage  was  in  accordance  with  the  general  rule  laid  down 
in  the  statute  of  Edward  IV.  See  Huvelin.  J^stat.  413.  416;  Morel.  Juriedietione, 
00. 
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In  the  Middle  Ages  the  merchants  were  the  suitors  or 
doomsmen;  they  found  the  judgment  or  declared  the 
law.*  But  in  the  time  of  Edward  IV.  the  justices  at  West- 
minster held  that  the  steward  or  chief  officer  of  the  court 
was  the  judge,  and  hence  a  party  might  have  a  writ  of 
error,  but  not  of  false  judgment.'  Though  the  appellate 
jurisdiction  of  the  courts  at  Westminster  was  usually  rec- 
ognized/ their  authority  to  hear  appeals  was  sometimes 
denied  or  questioned.* 

In  the  procedure  of  the  piepowder  court  the  burden  of 
proof  was  thrown  upon  the  plaintiff.  The  "lex  mercati," 
sajrs  a  writer  in  the  fourteenth  century,  does  not  admit 
any  one  "ad  legem  in  parte  negativa,  sed  semper  in  ista 
lege  querentis  est  probare."  •  The  plaintiff  must  prove  his 
case  by  a  deed,  tally  or  witnesses  (a  "secta")  examined 
in  open  court.*  Before  judgment  is  given,  the  defendant 
may,  however,  declare  himself  prepared  to  convict  the 
plaintiff  and  his  "secta"  or  "testes"  of  perjury.  A  day 
is  then  set  for  him  to  bring  a  "secta"  to  prove  this.  The 
plaintiff  may  "afforce  his  secta";  and  he  whose  proof  is 

1  "In  omni  euris  meroati  wngnla  judioia  reddi  debent  per  meroatorafl  ejuBdem 
eorie  et  non  per  majorem  neo  per  senesoallam  mereati"  (LitiU  R$d  B^ok  of  Bristol, 
L  70).  For  the  suitors,  see  Dnd.,  71,  78;  they  are  liable  to  penalties  for  false  judf- 
ment.  Ibid.,  71,  78.  For  the  merehants  as  doomsmen,  see  also  PoUoek  and  Matt- 
land,  SnoliMh  Law,  Ist  ed.,  i.  450;  SeUd  Pleu  in  Mancriai  CourU,  130,  136,  187, 
147,  140;  Mitehell,  Eooay  <m  Law  Morehant,  73. 166. 

>  Yoor  Booko,  6  Edw.  IV.,  f.  3. 

*  LiUU  Rod  Book  of  Briotoi,  L  57.  For  some  oases  of  appeal,  see  Dyer,  Roparto, 
132;  Jenkins,  Roporio,  211,  212;  Bulstrode,  RoporU,  ii.  21-25;  Madoz,  Pirma 
Bvrgi,  135.  For  appeals  from  the  staple  oourts  to  the  kins's  oouneil,  see  Statute 
27  Edw.  ni.,  St.  2,  0.  21. 

iSwinden,  YamunUh,  161;  Defoe,  Tour  throttgh  Oroai  Britam,  1748,  L  98. 
For  the  limitation  of  appeak  by  the  law  merchant  on  the  Continent,  see  Mitehell, 
Booau,  13;  Morel,  Juriodictumo,  214;  Qoldschmidt,  Handbueh,  L  175. 

*  Little  Rod  Book  of  Briatol,  i.  58.  In  some  eases  the  defendant  is,  howerer, 
allowed  to  prove  his  case  {Ibid.,  L  66). 

•Ibid.,  L  63-65,  69.  79;  FUta,  ff.  132,  137,  138;  Charlao  Hibontiao,  81,  85; 
SeUet  Ploao  in  Manorial  Courta,  133;  Boys.  Sandwich,  447-452;  Woodrulf,  Ford- 
wiek.  259-263;  HoUoway.  Ruo*  149.  For  proof  by  tally,  see  also  Liber  AUmt,  ed. 
Riley.  294;  Chartor  of  Edw,  III.  for  St.  QHto  Fair,  32;  Domesday  of  Ipowiek,  126; 
Pollock  and  Maitland,  Ent/iioh  Law,  Ist  ed.,  iL  213. 
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better  wins.  This  process  is  called  "attaint."*  We  also 
often  hear  of  compurgation  and  the  inquest  as  forms  of 
trial  or  modes  of  proof.*  In  an  inquest  in  which  any  alien 
merchant  was  concerned,  the  verdict  was  found  by  a  jury 
"de  medietate  linguae,"  aliens  comprising  half  the  jurors.' 
A  striking  feature  of  the  court  of  piepowder  was  its 
summary  procedure.  Already  in  the  twelfth  century  cus- 
tom in  some  parts  of  England  and  Scotland  required  that 
pleas  concerning  wayfaring  merchants  should  be  settled 
before  the  third  tide.^  Bracton  (f .  334)  speaks  of  the  need 
of  expedition  in  deciding  such  cases:  "propter  personas 
qui  celerem  habere  debent  justitiam,  sicut  suntmercatores 
quibus  exhibetur  justitia  pepoudrous." •  "Que  nul  mar- 
chaunt  foreyn  soit  delaie  par  lunge  traine  du  pley,"  "  hastif 
remedie  lour  soit  fait,"  and  similar  injimctions  are  often 
found  in  the  records  from  the  thirteenth  century  onward.* 
Formalities  were  avoided,^  few  essoins  were  allowed,'  and 
an  answer  to  the  summons  was  expected  within  a  day, 
often  indeed  within  an  hour.*    If  judgment  is  against  the 

>  LiitU  JUd  B^ok  of  BriaUl,  i.  78-80. 

^Ibid.,  83.  85,  89,  79;  aded  PIsu  in  Manorial  CourU,  138-180;  Hitt.  M88. 
Cam.,  T.  577.  578;  Charter  of  Bdw.  III.  far  St.  GiUo  Fair,  31;  Abbrevialio  Plod- 
tarwn,  140;  Yoar  Bookt,  7  Hen.  VI..  ff.  18.  10;  and  the  Torksey  Ciutomal.  below, 
p.  18.  For  the  nae  of  witneases,  deeds,  and  compurgators  on  the  Continent,  see 
Hnrelm.  Booai,  42^ 

•Liber  Cuahunarum,  ed.  Riley.  207.  208;  Libor  Atbuo,  216;  Ckartao  Hibor- 
niao,  40;  Statute  27  Edw.  III.,  st.  2.  c.  8. 

«Stubbe.  SeUot  CharUro,  112;  Boldon  Book,  ed.  Greenwell.  app.  zlL;  AeU  of 
Part  0/  SoalL,  i.  334.  726;  Anciml  Law,  ed.  Innes.  6.  Of.  Abbrtviaiio  Plaeiiorum, 
140;  Gilbert.  Cal,  of  IhMin  Record;  L  228;  LittU  Bed  Book  of  BHttd,  I  57  (ad- 
joummenta  from  day-tide  to  day-tide). 

>  Of.  Mirror  of  Juetieee,''Book  I.,  eh.  3. 

•  Liber  A1bu9,VT,  295,296,  990;  l^ber  Cuahtmarum,  207,  20S',  Woodruff .  Forti- 
«ie4.  263;  Boys.  8andy>ieh,  452;  LitOe  Red  Book  of  Brietol,  L  58;  Abbreeiaiia  Plaei- 
lomm,  140;  Chartae  Hibemiae,  40. 

Y  Liber  AOme,  205. 

•Acts  of  ParL  of  SeotL,  i.  726;  Domeeday  of  Ipewieh,  22-26;  Swinden.  Yar- 
mouih,  143. 144;  Woodruff.  Fordwieh,  218.  242;  Lyon.  Dover,  iL  201,  203;  LUOe 
Red  Book  of  Brietol,  L  59-63;  Customal  of  Torksey,  below,  p.  18. 

*  Above,  p.  10.  n.  3;  Woodruff.  Fordwieh,  250,  263;  Boys.  Sandvieh,  443.  452. 
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defendant  and  he  does  not  pay  his  debt,  his  goods  are 
seized  forthwith,  appraised,  and  sold.^  The  expedition 
with  which  a  suit  might  be  terminated  is  well  illustrated 
by  the  following  case  at  Colchester  in  1468  or  1459: — 

Piepowder  court  held  at  the  moot-hall  before  the  bailifib,  accord- 
ing to  the  custom  of  the  town  beyond  memory,  and  by  reason  of 
the  market  held  all  day,  on  Friday  before  the  feast  of  the  Invention 
of  the  Holy  Cross,  at  the  eighth  hour  in  the  forenoon  of  that  day. 

To  this  court  came  Thomas  Smith,  who  complained  that  Cristiilia 
van  Bondel3mg  was  indebted  to  him  for  £60  lOt.  lOtf.,  and  he 
found  pledges  to  prosecute  his  suit;  and  the  sergeant  was  ordered 
to  summon  her  before  the  court  at  the  ninth  hour. 

At  the  ninth  hour,  plaintiff  being  present,  but  defendant  not 
appearing,  precept  was  issued  to  the  sergeant  to  attach  her  goods 
and  chattels  so  that  she  should  appear  at  the  tenth  hour. 

At  the  tenth  hour,  defendant  not  appearing,  the  sergeant  certi- 
fied that  he  had  attached  twenty-three  woollen  cloths  belonging 
to  her.  An  order  was  made  to  record  a  first  default  and  to  sum- 
mon her  for  the  eleventh  hour. 

Again  at  the  eleventh  hour,  no  defendant  spearing,  a  second 
default  was  recorded,  and  a  summons  issued  for  her  appearance 
at  the  first  hour  after  noon. 

At  that  hour,  defendant  being  still  contumacious,  a  third  de- 
fault was  recorded.  Plaintiff  was  permitted  to  prove  his  debt, 
and  appraisers  were  sworn  to  inspect  and  value  the  goods  seised. 
Judgment  was  recorded  for  plaintiff  for  his  debt  and  268.  8d.  dam- 
ages. 

At  the  fourth  hour  after  noon  the  appraisers  returned  the  value 
of  the  goods  at  £61  4«.,  which  were  delivered  to  the  plaintiff;  and 
he  found  pledges  to  answer  defendant  in  the  same  court,  should 
she  plead  in  a  year  and  a  day  [i.e.,  on  the  fair  day  in  the  following 
year].* 

>  LitiU  Red  Book  of  Britlol,  i.  60;  CharUr  of  Bdw,  III.  for  SL  GUm  Fair,  32; 
Cutts,  Colc/iMter,  161 ;  Ciutomal  of  Torksey,  below,  p.  18. 

*  Cults,  CoUho$ter,  161 ;  Harrod,  Report  on  CciehMUar  RoeonU,  6.     For  an  ex- 
ample of  the  summary  prooedure  at  Hereford,  see  Rastell,  Bntriot,  fF.  168,  160. 
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m.    Influence  upon  the  Law  Merchant  and  upon  the  Pro- 
cedure of  the  Royal  Courts. 

It  is  evident  that  the  procedure  of  the  court  of  piepowder 
resembles  the  procedure  of  the  international  law  merchant 
as  it  was  administered  in  all  European  tribimals.^  The 
''lex  mercatoria"  was  a  customary  law  that  grew  up  grad- 
ually through  the  intercourse  of  merchants;  and  special 
rules  relating  to  litigation  in  mercantile  transactions  ex- 
isted already  in  the  eleventh  century.*  Outside  of  Italy 
little  is  known,  however,  concerning  the  law  merchant  be- 
fore the  thirteenth  or  fourteenth  century,  when  it  is  ad- 
ministered in  the  cities  of  Italy  and  Spain  and  in  the  great 
fairs  of  Champagne.  In  England  such  a  separate  body 
of  law  was  in  operation  in  the  piepowder  courts  long  be- 
fore the  creation  of  special  conmiercial  tribimals,  like  those 
of  the  staple,  which  were  adapted  mainly  to  the  needs  of 
alien  merchants.  Already  in  the  twelfth  century  there 
seems  to  have  been  a  ''lex  de  pede  pulveroso"  in  Scotland 
and  England,'  and  in  the  thirteenth  century  there  is  a 
body  of  rules  in  English  boroughs,  markets,  and  fairs 
known  as  the  "lex  mercatoria,"*  which  must  have  origi- 
nated largely  in  the  piepowder  courts.  We  may,  indecKi, 
safely  assume  from  the  evidence  afforded  by  royal  grants 
of  fairs  and  markets  with  toll  and  jmisdictional  rights  that 

^  "Ley  marohant  que  est  ley  uni-veml  par  tout  le  monde"  {Year  Bookt,  13 
Edw.  IV.,  f.  9).  For  the  eummary  procedure  on  the  Continent,  aee  Huvelin,  Bmoi, 
41S-420;  Goldachmidt,  HatuOmeh,  i.  173, 229,  236;  Morel,  JuritdieHoru,  60-65, 112; 
MHehell,  Jfteoy  <m  Law  Mmvhant,  12-16. 

>  QoldMhmidt,  L  125;  MitoheU,  10-12,  25,  26;  Hranne,  in  Amtim  Hittoriqu; 
iTiLSe, 

•AeU  of  ParL  of  SeotL,  L  726.  ^, 

*For  aome  references  to  the  law  merchant  in  markets,  fairs,  and  boroughs 
dorinc  the  rsicns  of  Henry  III.  and  Edward  I.,  see  Liber  Ctistumorum,  207,  208. 
252;  FZsfti,  Book  11.,  ehs.  58,  63;  Mirror,  Book  I.,  oh.  3;  Domeoday  of  Iptwieh,  106, 
137,  137;  Chartae  Hibemiae,  40;  Col.  of  Patent  RoUs,  1272-1281,  pp.  204,  285; 
Hitt,  Doe,  of  Ireland,  ed.  GUbert,  297-300.  Of.  Holdsworth,  Bnolieh  Law,  303; 
AbbronaUo  Placitorum,  321  (8  Edw.  II.,  **lez  meroatoria  in  omnibus  et  MTignlia 
nundinis  per  totum  recnum");  Ihid.,  280,  353. 
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such  courts  were  active  throughout  Western  Europe  dur- 
ing the  eleventh  and  twelfth  centuries,  and  through  the 
decisions  of  the  merchant  doomsmen  were  establishing 
l^al  precedents  which  must  have  exerted  a  powerful 
moulding  influence  upon  the  law  merchant.  In  short,  the 
"lex  de  pede  pulveroso"  of  the  eleventh  and  twelfth  cen- 
turies must  be  regarded  as  the  progenitor  of  the  "lex  mer- 
catoria"  of  the  thirteenth  and  fourteenth  centuries.  The 
historians  who  have  investigated  this  branch  of  the  law 
have  concentrated  their  attention  upon  the  great  furs, 
which  flourished  in  the  fourteenth  century,  and  have  n^- 
lected  the  humble  piepowder  courts,  which  flourished  at 
an  earlier  period  and  which,  as  some  of  these  writers 
admit,^  played  a  prominent  part  in  the  creation  and  de- 
velopment of  the  law  merchajit.* 

The  piepowder  courts  are  also  interesting  on  account  of 
their  early  use  of  a  rational  method  of  proof.  We  have 
seen  that  they  required  the  production  of  evidence  by 
witnesses  openly  examined  in  court.  This  feature  of  the 
procedure  was  well  known  in  the  fourteenth  century,  when 
compurgation  was  still  in  common  use  in  the  borough 
courts  and  when  the  examination  of  witnesses  distinct 
from  the  jury  was  not  yet  firmly  established  in  the  royal 
tribunals  at  Westminster.  When  the  local  records  have 
been  more  carefully  investigated,  it  may  be  foimd  that 
the  production  of  proof  based  on  the  examination  of  wit- 
nesses was  well  known  in  the  piepowder  courts  long  be- 
fore the  fourteenth  century,  and  that  these  courts  helped 
to  rationalize  the  procedure  of  the  royal  tribunals. 

1  Moral.  VT;  Mitohell^  23.  27,  38;  «f.  Holdsworth.  BnoK^  Law,  812.  Himlm 
(p.  696)  seems  to  make  **la  oonoeptaon  d^m  droit  des  marohands"  emmBS  from 
* *le  droit  des  srandes  foires."  Goldsehmidt  (i.  180)  disposes  of  the  ordinary  *'Mea»- 
twiohte"  Tery  summarily;  likewise.  Moral  (p.  06). 

*  The  author  of  the  Bristol  treatise  begiiis  his  work  with  the  words  "lex  mer- 
eatoria  a  meceato  perrenire  sentitur"  (he  uses  **meroatum"  in  a  hroad  sense  to 
eoTer  fairs  as  well  as  markets).  He  also  uses  "koc  maroati"  and  **]ex  meroatoria" 
as  synonyms.    See  Ltttis  fisd  Bedb  «/  Britid^  i.  67,  58. 
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But,  entirely  apart  from  the  influence  which  the  court 
of  piepowder  may  have  exerted  on  the  formation  of  the 
law  merchant  and  on  the  development  of  l^al  procedure, 
this  tribunal  is  worthy  of  [more  attention  than  it  has 
heretofore  received,  because,  as  we  have  seen,  it  was  active 
during  several  centuries  in  all  parts  of  England.  It  may, 
indeed,  have  been  almost  as  common  and  as  active  as  the 
manorial  courts,  for  fairs  and  markets  were  widenspread 
throughout  England  until  the  eighteenth  century/  Not 
only  because  it  was  a  separate  organic  unit  in  the  judicial 
machinery  of  England,  but  also  because  the  careful  inves- 
tigation of  its  history  will  throw  needed  light  on  the 
organization  of  mediaeval  commerce,  we  are  justified  in 
urging,  in  the  interests  both  of  legal  and  economic  his- 
tory, that  the  local  archives  should  be  exploited  for  more 
data  concerning  this  interesting  branch  of  the  judicature. 


NOTE.* 
The  Customal  op  Torksbt. 

Curia  de  pepoudres.^  Item  dicunt  quod  due  curie  semper  fuenmt 
et  ad  hunc  sunt  in  villa  de  Torkesay,  quando  necesse  fuerit,  per- 
tinentes^  ad  dominum  de  Torkesay.  Et  consuetude  et  usus  est 
dicte  curie  tenende  in  hac  forma.  Una  curia*  que  vocatur  pepou- 
derous  tenta  erit  bis  in  die  et  de  die  in  diem,  quando  necesse  fuerit, 

>  See  the  list  of  gnuts  d  markets  and  fairs  in  the  ''Reports  of  the  Commis- 
Mkm  oo  Market  RichU  and  Tolls,"  ParL  Papen,  1888,  liiL  108-131. 

>  This  note  eontains  an  eztraet  from  a  onstomal  preserved  in  the  British  M  us- 
semn,  Gottonian  Charters,  iL  14,  iHiieh  appears  to  have  been  eompiled  not  kmc 
after  1344.  It  gives  the  finding  of  a  jury  regarding  the  liberties  and  customs  of 
Torksey,  a  borough  in  lineolnshiie.  In  1345  the  burgesses  cS  this  town,  at  the 
request  at  their  lord,  John  Darey,  reoeived  a  grant  from  Edward  HI.  confirming 
a  charter  of  Henry  II.,  which  allowed  them  to  have  a  market,  as  in  the  time  ol 
Henry  I.    See  Ca<.  o/ Patofil  AoOt,  1343-1345,  p.  466. 

*  This  heading  is  in  the  margin  of  the  membrane.  In  the  text  which  follows 
then  are  many  obvious  errors  of  the  scribe  in  grammar  and  spelling. 

«H8.  "pertinencV 

*  The  other  court  was  the  burghmote,  which  was  held  weekly  on  Monday. 
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ante  prandium  et  poet  prandium  pro  mercatoribus  et  forinoeds 
iranseuntibus  ad  habendum  cognicionem  de  convencionibus,  oon- 
tractibus,  transgressionibus,  debitis,  tarn  tranaeuncia  xL  solidos 
quam  infra,  et  querelis  et  plegiis  aquictandis  et  oonsimilibus  ubi- 
cumque  f uerint  facta.  Et  querens  et  deffendens  vel  unus  vel  alius 
posBunt  habere  duo  essonia  ante  apparendam  et  poet  apparen- 
dam  si  voluerint.  Et  si  aliquis  attachiatus  sit  per  bona  sua  alicui 
respondendi  in  aliquo  pladto  non  debet  currere  in  defaltam  nisi 
fuerit  in  villa  quando  bona  sua  fuerint  attadiiata,  set  bona  sua 
retenta  erunt  quousque  venerit  vel  radonabiliter  premuniri  potent 
ad  veniendum  et  ad  respondendum  parti.  Et  post  diem  datum 
ad  veniendimi  et  non  venit  time  potest  procedere  ad  defaltam  de 
die  in  diem  et  distringere  per  dicta  catalla  et  per  alia  catalla  si 
inventa  fuerint  quousque  venerit.  Et  si  sit  premunitus  in  forma 
predicta  et  non  venerit  infra  annimi  et  diem  tunc  debet  ballivus 
appredare  vel  vendere  dicta  bona  et  dare  parti  pro  debito  suo  vd 
convendone  fracta  vel  transgressione  sibi  facta  vd  oonsimilibus 
per  visum  hominum,  et  redduum  bonorum  suorum  tenere  et  cu»- 
todire  ad  opus  sumn  quousque  venerit  salvo  domino  amerdamentis 
siiis.  Similiter  d  venerit  et  dt  attinctus  in  curia  et  bona  sua 
comorantur  in  manu  ballivi  per  unam  quindenam  post  pladtimi 
terminatimi  tunc  debet  ballivus  preciare  et  vendere  in  forma  pre- 
dicta et  dare  parti  tantimi  quod  recuperavit  vd  dicta  bona  in  predo 
salvo  semper  domino  amerdamentis  suis.  Et  etiam  d  aliqua 
bona  sint  attachiata  que  non  sunt  tenenda  post  attachiata  appre- 
ciantur  et  manifeste  ponantur  ad  vendidonem,  et  denarii  dc  re- 
cepti  debent  commorare  in  manu  ballivi  per  unam  quindenam  in 
forma  predicta,  et  post  quindenam  elapsam  quod  denarii  tradantur 
querenti  in  forma  predicta.  Et  d  deffendens  inveniat  plegeos  parti 
respondendi  time  sint  bona  appredata  et  liberata  plegiis,  ita  scilicet 
quod  d  deffendens  dt  attinctus  vel  convictus  de  aliquo  quod  plegii 
respondeant  de  dictis  bonis  vel  de  predo  et  quod  ballivus  teneat 
bona  vel  preciimi  in  forma  predicta  de  plegiis.  Et  d  deffendens 
inveniat  plegeos  de  dictis  bonis  et  postea  non  vult  ad  dictam  ciu-iam 
venire,  sint  dicti  plegii  districti  de  curia  in  curiam  ad  habendum 
deffendentem  ad  ciuiam,  et  quod  respondeant  de  illo  quo^  manu 
ceperunt  vd  de  precio.  Et  d  deffendens  vadeat  legem  suam  potest 
facere  eam  cum  sua  sexta  manu.  Et  d  pladtat  ad  inqwddonem 
capta  erit  de  mercatoribus  forincecorum  et  intrinsecorum  tunc  in 
vUIa  existendimi.'    Et  nullus  manens  in  Torkesay  seu  terras  vd 
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tenementa  habens  in  Torkesay  tenetur  venire  ad  dictam  curiam 
de  pepouderous  nee  debet  pladtari  nee  amerdari  in  dicta  curia  niai 
voluerint  de  bona  voluntate  sua,  set  attamen  [non]  possunt  plad- 
taie^  in  dicta  curia  nid  in  fonna  subecripta. 

Charles  Gross. 
Habvabd  Uniyxbsitt. 

»ll&"l>b«iUr'/» 
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THE  ANTI-DUMPING  FEATURE  OP  THE  CANA- 
DIAN TARIPP. 

One  of  the  most  effective  popular  arguments  in  favor 
of  the  maintenance  of  a  strongly  protective  tariff  is  that 
foimded  upon  the  allied  "dumping"  upon  one's  coimtry 
of  foreign  goods  at  abnormally  low  rates.  To  this  process 
are  apt  to  be  attached,  by  the  beneficiaries  of  high  tariffs 
and  their  popular  attorneys,  suggestions  of  sinister  motives 
xmiquely  characteristic  of  foreigners.  Such  well-worn  di- 
plomacy has  even  yet  a  high  economic  value,  for  the  ma- 
jority of  the  public  still  respond  to  the  primitive  instinct 
which  requires  no  argument  for  the  identification  of  for- 
eigner and  enemy.  And,  since  human  prejudice  furnishes 
as  real  and  effective  a  series  of  economic  facts  as  phj^ical 
nature  or  rational  intelligence,  it  must  be  coimted  upon  in 
any  adequate  treatment  of  economic  subjects. 

Now  the  process  named  "dumping,"  which  normally 
signifies  the  selling  of  goods  below  cost,  or  at  least  below 
a  reasonable  profit,  is  imdoubtedly  a  frequent  economic 
fact.  But  it  is  a  phenomenon  which  is  vastly  more  com- 
mon within  coimtries  than  between  them.  It  is  the  fa- 
miliar accompaniment  of  overproduction,  of  surplus  stocks, 
forced  or  bankrupt  sales,  change  of  fashion,  and  a  score 
of  other  circumstances  which  have  the  general  effect  of 
rendering  goods  unsaleable  at  a  profit.  It  is  frequently 
met  with  in  the  course  of  sharp  competition,  whether  of 
a  temporary  nature  or  to  the  point  of  extinction  of  one 
or  more  competitors.  In  many  cases  this  is  doubtless  but 
an  anticipation  of  inevitable  sacrifices  due  to  existing  eco- 
nomic conditions.  But  it  may  be  the  result  of  the  delib- 
erate efforts  of  new-comers  to  force  their  way  into  an  eco- 
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nomic  field  or  of  established  interests  to  enlarge  their 
operations.  Where  a  fall  in  prices  is  due  to  the  intro- 
duction of  new  and  more  efficient  processes,  the  business 
of  rivals,  whether  within  or  without  a  country,  may  be 
rendered  improfitable  without  their  being  ther  victims  of 
any  dumping  practices.  The  lowered  market  price, 
though  abolishing  profits  imder  the  older  system,  may  yet 
afford  ample  returns  for  those  employing  the  newer 
methods.  These  phenomena  are  thus  familiar  in  every 
progressive  coimtry.  Yet  it  is  practically  only  the  in- 
ternational aspect  of  them  which  is  presented  imder  the 
term  ^dumping,"  and  almost  the  whole  of  the  argument 
on  the  subject  proceeds  upon  the  assumption  that  the 
evils  of  dumping  and  the  remedies  to  be  sought  are  con- 
fined to  international  trade. 

International  dumping,  however,  though  but  a  phase 
of  a  general  process,  is  a  real  factor,  so  far  as  it  goes,  and 
must  be  dealt  with  in  connection  with  those  other  factors, 
such  as  rival  interests  and  international  prejudice,  which 
are  no  less  real,  as  the  politicians  of  a  democracy  well 
know.  Now  Canada  is  a  very  normal  form  of  democracy. 
The  manufacturing  interests  may  be  still  small,  in  point 
of  nimibers,  but  they  include  an  increasing  proportion  of 
the  ability  and  mteUigence  of  the  country.  As  a  result, 
Canadian  industries  are  being  rapidly  developed.  They 
exhibit  increasing  enterprise  and  efficiency  of  organization, 
as  shown  in  the  tendency,  m  the  great  staples  of  trade,  to 
replace  the  numerous  small,  ill-furnished,  and  wasteful 
concerns  which  marked  the  regime  of  random  competition 
by  fewer  well-equipped  and  well-managed  corporations. 
With  an  expanding  market  within  the  coimtry,  and  as 
yet  but  little  pressure  from  without,  the  manufacturers 
are  naturally  the  most  prosperous  class  in  the  conmiu- 
nity. 

The  political  party  at  present  in  power  m  Canada  has 
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free-trade  traditions,  and  originally  stood  for  a  revenue 
tariff  only.  But  with  the  development  of  the  political 
influence  of  the  manufacturers  the  party  leaders  have 
foimd  it  expedient  to  virtually  accept  the  principle  of  pro- 
tection. Still,  partly  to  save  its  face  and  partly  with  an 
eye  to  the  agricultural  vote,  the  government  is  loath  to 
concede  the  larger  demands  of  the  manufacturers.  By  its 
anti-dumping  device  it  has  been  able  to  meet  their  most 
effective  arguments  without  increasing  the  tariff. 

It  is  obvious  that,  if  the  practice  of  dumping  became  an 
important  factor  in  the  import  trade  of  a  country  like 
Canada,  it  would  be  likely  to  have  an  injurious  effect  upon 
some  of  the  most  natural  and  Intimate  industries  of  the 
country.  It  is  true  that,  if  the  dumping  process  were  reg- 
ular and  continuous,  it  would  simply  be  equivalent  to  the 
supply  of  certain  products  from  abroad  more  cheaply  than 
they  could  be  produced  at  home, — a  familiar  and  profit- 
able factor  in  international  trade.  But,  if  the  supply  of 
exceptionally  cheap  goods  be  temporary  and  irregular, 
though  of  sufficient  importance  to  really  destroy  or  at 
least  seriously  cripple  Intimate  native  industry,  the  im- 
porting country  may  experience  corresponding  periods  of 
exceptionally  dear  goods.  It  might  find  in  the  end  that 
it  paid  more  for  its  imports  than  had  they  been  produced 
within  the  coimtry  imder  a  moderate  tariff  protection. 

It  is  true  that  hitherto  there  have  been  comparatively 
few  cases  of  permanent  injury,  owing  to  the  international 
aspect  of  the  dumping  process.  But  even  a  very  few 
authentic  cases  will  go  a  long  way  in  a  specious  argument 
favored  by  popular  prejudice.  As  a  result,  the  Herodian 
device  for  securing  the  extinction  of  a  possible  rival  is  apt 
to  be  advocated  as  a  fiscal  safeguard  against  the  possible 
importation  of  unduly  cheap  goods.  If,  then,  a  fiscal  de- 
vice could  be  arranged,  whereby  protection  against  dump- 
ing could  be  secured  in  whatever  lines  it  might  be  desirable 
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to  prevent  it  and  for  whatever  period  it  might  be  prac- 
tised, but  which  would  not  aflfect  any  importations  of  goods 
at  normal  prices,  the  advocates  of  an  abnormal  tariff 
would  be  deprived  of  their  most  effective  argument.  And 
if  this  could  be  accomplished  in  such  a  way  that  the  sacri- 
fices which  the  foreigner  is  willing  to  make  need  not  be 
lost  to  the  importing  coimtry,  but  might  be  converted  to 
the  benefit  of  the  national  treasury,  the  arrangement 
might  be  weU-nigh  ideal. 

Such  a  device,  it  may  reasonably  be  claimed,  has  been 
discovered  and  put  into  practice  by  the  Canadian  govern- 
ment. Moreover,  it  is  as  simple  as  it  is  effective.  In 
essence  it  is  merely  this:  wherever  a  foreigner  sells  goods 
to  a  Canadian  importer  at  a  lower  rate  than  the  normal 
market  price  in  his  own  country,  then  in  the  first  place, 
in  accordance  with  ordinary  fiscal  practice,  the  regular 
duty  shall  be  levied,  not  upon  the  invoice  price,  but  upon 
the  normal  selling  price  in  the  coimtry  of  export;  and,  in 
addition,  the  customs  officials  shall  collect,  as  special  duty, 
the  difference  between  the  sacrifice  or  dumping  price  and 
the  normal  price  of  the  goods  in  the  country  of  export. 
As  a  result,  the  goods,  at  whatever  price  sold  to  the  Cana- 
dian importer,  shall  be  paid  for  by  him  on  the  basis  of  the 
normal  price  in  the  coimtry  of  export  plus  the  regular 
duty  on  that  price.  But  the  Canadian  treasury  shall  re- 
ceive the  benefit  of  the  dumper's  sacrifice. 

Though  this  is  substantially  the  essence  of  the  device, 
there  are  a  few  modifying  features  observed  in  practice. 
In  the  first  place  there  is  a  limitation  on  the  amount  of 
the  dumping  discount  to  be  paid  to  the  government.  It 
is  provided  that  the  amount  of  the  special  duty  shall  not 
exceed  one-half  the  regular  duty  on  any  imports.  Thus, 
if  an  article  whose  normal  price  in  the  country  of  export 
is  one  dollar  and  on  which  the  duty  is  40  per  cent,  be 
sold  to  a  Canadian  importer  at  seventy-five  cents,  the 
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regular  duty  of  40  per  cent,  will  be  collected  on  a  valua- 
tion of  one  dollar,  but  the  special  duty  shall  be  not  twenty- 
five  cents,  but  twenty  cents,  being  one-half  the  regular 
duty  on  the  article.  As,  however,  the  dumping  discounts 
seldom  exceed  one-half  the  regular  duty,  the  government 
almost  invariably  secures  the  difference  between  the  regu- 
lar and  sacrifice  prices.  In  consequence  of  this  fiscal  ex- 
pedient the  Canadian  manufacturer  may  normally  rdy 
upon  having  his  market  protected  for  him  to  the  full  ex- 
tent of  the  regular  tariff.  At  the  same  time  he  is  deprived 
of  all  excuse  for  claiming  that  the  general  tariff  should  be 
raised  to  such  a  height  as  will  protect  him  from  the  mere 
possibility  of  abnormally  low  prices  for  foreign  imports. 

The  clause  of  the  act  which  embodies  the  anti-dumping 
featiu^  of  the  Canadian  tariff  is  as  follows: — 

Whenever  it  appears  to  the  satisfaction  of  the  Minister  of  Cus- 
toms or  of  any  officer  of  customs  authorised  to  collect  customs 
duties  that  the  export  price  or  the  actual  selling  price  to  the  im- 
porter in  Canada  of  any  imported  dutiable  article,  of  a  class  or 
kind  made  or  produced  in  Canada,  is  less  than  the  fair  market 
value  thereof,  as  determined  according  to  the  basis  of  value  for 
duty  provided  in  the  customs  act  in  respect  of  imported  goods 
subject  to  an  ad  valorem  duty,  such  article  shall,  in  addition  to 
the  duty  otherwise  established,  be  subject  to  a  special  duty  of 
customs  equal  to  the  difference  between  such  fair  market  value 
and  such  selling  price:  provided,  however,  that  ihe  special  customs 
duty  on  any  article  shall  not  exceed  one^ialf  of  the  customs  duty 
otherwise  established  in  respect  of  the  article,  except  in  regard  to 
the  articles  mentioned  in  items  224,  226,  228,  and  231  in  Schedule 
A  to  The  Customs  Tariff,  1897,  the  special  duty  of  customs  on 
which  shall  not  exceed  15  per  cent,  ad  valorem,  nor  more  than  the 
difference  between  the  selling  price  and  the  fair  market  value  of 
the  article. 

The  items  referred  to  by  number  in  this  clause  include 
pig  and  scrap  iron,  iron  and  steel  ingots  less  finished  than 
bars  but  more  advanced  than  pig  iron,  rolled  iron  or  steel 
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angles,  girderB  for  bridge  or  structural  purposes,  and  large 
rolled  iron  or  steel  plates. 

In  carrjring  out  this  new  feature  of  the  tariff,  the  former 
regulations  designed  to  prevent  the  undervaluation  of  im- 
ports are  still  retained.  In  addition  the  government  re- 
quires that  invoices  shall  be  supplied  in  duplicate,  each 
invoice  giving  in  one  colunm  the  price  at  which  the  goods 
are  sold  to  the  Canadian  importer,  and  in  another  the  fair 
market  value  of  such  goods  when  sold  for  home  consump- 
tion in  the  coimtry  of  export.  One  of  these  invoices  is  re- 
tained at  the  local  customs  house,  and  the  other  forwarded 
to  the  Customs  Department  at  Ottawa,  which  is  thus 
enabled  to  keep  a  check  upon  the  values  given  in  the  in- 
voices received  in  all  parts  of  the  coimtry. 

In  order  the  better  to  enforce  the  old  and  the  new  regu- 
lations, the  Customs  Department  emplojrs  agents  in  the 
chief  centres  of  export  to  Canada,  whose  duty  it  is  to  keep 
the  department  informed  as  to  the  fair  market  values  of 
the  lines  of  goods  conunonly  shipped  to  Canada.  The 
agents,  as  a  rule,  once  their  function  is  fully  realized,  find 
little  difficulty  in  securing  the  necessary  information,  usu- 
ally obtaining  it  from  an  inspection  of  the  books  of  regular 
exporters  to  Canada.  On  the  one  hand,  the  regular  ex- 
porter naturally  finds  it  no  advantage  to  his  business  to 
d^iy  the  information  required.  On  the  other  hand,  an 
exporter  with  a  well-established  trade  in  Canada  is  the 
least  likely  to  engage  in  dumping,  and  will  naturally  wel- 
come any  arrangement  which  will  protect  his  trade  from 
temporary  raids  on  the  part  of  competitors  in  his  own 
country  who  have  no  permanent  interest  in  the  Canadian 
trade.  All  information  obtained  in  this  way  is  treated 
as  strictly  confidential.  Quite  recently  the  government 
of  Australia,  on  behalf  of  its  Customs  Department,  applied 
to  the  Canadian  government  for  information  as  to  the 
values  of  goods  produced  in  the  United  States.    The  Cana- 
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dian  government^  however,  declined  to  comply  with  this 
request,  on  the  ground  that  the  information  obtained  by 
its  agents  was  entirely  confidential 

Inasmuch  as  the  protective  aspect  of  the  tariff  is  in- 
tended entirely  for  the  benefit  of  the  manufacturing  in- 
terests of  the  country,  and  inasmuch  as  free  goods  may  be 
presumed  to  be  either  those  which  the  manufacturers 
themselves  have  to  purchase  or  those  which  are  not  pro- 
duced within  the  country  in  any  important  measure,  they 
are  not  subject  to  the  special  anti-dumping  safeguards. 
There  is  one  exception,  however.  Rolled  wire  rods, 
though  free  of  ordinary  duty,  are  subject  to  the  anti- 
dumping regulations  to  the  limit  of  15  per  cent.  This 
will  readily  appear  as  a  compromise  between  opposing 
manufacturing  interests.  On  the  other  hand,  in  cases 
where  articles,  though  subject  to  ordinary  duty,  are  not 
made  in  Canada  in  any  substantial  quantities,  the  customs 
authorities  may  temporarily  exempt  them  from  the  special 
duty.  Goods  on  which  the  regular  duty  is  50  per  cent, 
or  upwards  may  also,  at  the  discretion  of  the  customs 
authorities,  be  exempted  from  the  special  or  anti-dumping 
duty. 

As  mdicated  by  these  provisions,  the  administration  of 
the  anti-dumping  featiu^  of  the  tariff  requires  that  a  con- 
siderable range  of  discretion  shall  be  given  to  the  central 
customs  board.  Thus,  to  avoid  vexatious  exactions  aris- 
ing from  slight  variations  of  the  markets,  if  the  prices  on 
an  ordinary  invoice  do  not  vary  more  than  5  per  cent, 
from  the  standard  rates,  no  special  duty  is  levied. 

The  attitude  of  the  Canadian  manufacturers  towards 
this  anti-dumping  device  is  a  very  mixed  one.  In  the  case 
of  those  who  are  satisfied  with  a  moderate  protective 
tariff,  provided  only  that  they  secure  the  protection  which 
it  promises  on  the  face  of  it,  the  anti-dumping  feature  is 
conunonly  regarded  with  much  favor.    In  the  case,  how- 


Digitized  by 


Google 


ANTI-DUMPING  FEATURE  OP  CANADIAN  TARIPP  257 

ever,  of  those  who  are  bent  upon  securing  the  highest  possi- 
ble protection  which  the  people  can  be  mduced  to  yield, 
the  device  is  not  at  all  popular,  as  it  deprives  them  of 
much  the  most  effective  argument  in  favor  of  an  excep- 
tionally high  tariff.  Again,  most  advocates  of  high  pro- 
tection favor  specific  rather  than  ad  valorem  duties. 
Specific  duties  usually  disguise  a  high  tariff.  Moreover, 
the  tendency  of  economic  improvements  is  towards  a 
lowering  of  prices;  and  ad  valorem  duties  come  down  rela- 
tively with  prices,  whereas  specific  duties  increase  rela- 
tively with  a  fall  in  prices.  The  anti-dumping  device, 
however,  requires  for  its  efficient  operation  the  ad  valorem 
system  of  duties.  In  most  respects,  therefore,  this  expe- 
dient is  objectionable  to  the  advocates  of  high  protection. 
Tliey  are  inclined  to  assert  in  roimd  terms  that  in  practice 
it  is  not  really  effective,  though,  when  invited  by  the  cus- 
toms officials  to  give  particulars,  these  are  seldom  forth- 
coming. 

It  is  true  that  in  the  case  of  some  goods  quite  outside 
the  usual  lines  of  import,  or  where  it  is  difficult  to  fix  upon 
the  normal  selling  price,  the  exact  enforcement  of  the 
special  duty  is  somewhat  diffictdt.  But  even  in  such  cases 
the  grosser  forms  of  dumping  are  readily  checked.  In  all 
the  staple  lines  of  industry,  covering  the  great  majority 
of  Canadian  imports,  the  anti-dumping  clause  as  now  en- 
forced attains  its  object  with  remarkable  efficiency.  This 
is  indeed  the  basis  of  the  opposite  line  of  complaint  against 
it.  Many  importers  complain  that,  owing  to  its  very  effi- 
cient enforcement,  they  are  no  longer  able  to  take  advan- 
tage of  those  special  bargains  which  sometimes  present 
themselves  in  the  foreign  coimtries  whence  they  import. 
Not  a  few  manufacturers,  themselves  anxious  enough  for 
protection  on  their  finished  goods,  who  yet  use  other  duti- 
able goods  as  raw  materials,  complam  of  the  anti-dumping 
regulation  as  having  greatly  curtailed  their  profits,  and  in 
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some  cases  threatened  the  existence  of  their  business, 
since  it  has  prevented  them  from  taking  advantage  of 
special  cuts  in  prices  to  lay  in  large  stocks  in  their  own 
lines  of  purchase.  On  the  other  hand,  it  has  encourage 
certain  industries  to  locate  in  the  country,  because  the 
assurance  of  being  protected  against  goods  being  sold  at 
a  sacrifice  is  more  important  in  the  long  run  than  the 
promise  of  an  imusually  high  duty,  which  is  very  likely  to 
induce  over-competition  within  the  tariff  wall. 

In  conclusion,  it  may  be  observed  that  this  anti-dumping 
device  is  quite  as  applicable  in  free  trade  as  in  protectionist 
cotmtries.  As  applied  m  a  free-trade  coimtry,  it  would 
not  mterfere  with  the  import  of  goods  sold  at  the  same 
rates  as  in  the  coimtry  of  export.  It  would,  however, 
exact  as  duty  the  difference  between  the  domestic  price 
in  the  cotmtry  of  production  and  the  sacrifice  price  at 
which  they  were  sold  to  such  a  coimtry  as  Great  Britain. 
In  this  way,  cases  of  real  hardship  from  foreign  competi- 
tion which  have  been  brought  to  light  in  Great  Britain 
could  be  provided  for  without  sacrificing  the  general  in- 
terest of  the  country  in  freedom  of  trade.  The  sale  of 
goods  below  cost  is  certainly  abnormal  trade,  and  cannot 
be  ultimately  to  the  benefit  of  any  one,  while  neither  skill, 
enterprise,  nor  efficiency  can  cope  with  it  in  competition. 
A  fiscal  device  which  is  able  to  effectively  deal  with  that 
situation  without  necessarily  interfering  with  normal  trade 
is  worthy  of  consideration. 

Adam  Shortt. 
Quesn's  UNivBBsrrr,  Kingston. 
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THE   AGRICULTURAL   DEVELOPMENT    OF   THE 
WEST   DURING    THE  aVIL  WAR. 

One  of  the  most  remarkable  features  of  the  industrial 
and  commercial  conditions  in  the  North  during  the  Civil 
War  was  the  atggdy  growth  of  the  agricultural  States  of 
the  West.  The  passionate  excitement  of  war  and^the  deep 
mterest  in  politics,  which  the  present  generation  is  wont 
to  consider  the  only  prominent  characteristics  of  the  time, 
after  all,  absorbed  but  a  part  of  the  country's  attention. 
There  was  a  peaceful  expansion  westward,  an  agricultural 
development  in  those  States  comparable  to  that  of  the 
previous  decade,  which  added  enormously  to  the  nation's 
resources  and  contributed  largely  to  the  final  success  of  the 
North.  Without  the  war  this  development  might,  indeed, 
have  been  greater;  but  its  extent,  in  spite  of  the  war,  was 
marveUous. 

The  leading  agricultural  States — ^Indiana,  Illinois,  Wis- 
consin, and  Iowa — ^were  in  the  midst  of  great  development 
when  the  year  1861  opened.  Notwithstanding  the  check 
caused  by  the  panic  of  1857,  the  advance  of  their  farming 
interests  in  the  previous  decade  had  been  conspicuous, 
their  agricultiiral  area  having  increased  80  per  cent,  and 
the  value  of  their  farms  270  per  cent,  (from  $277,000,000 
to  $1,027,000,000).  Their  combined  wheat  crop  rose  from 
21,000,000  bushels  in  1849  to  63,000,000  bushels  in  1859, 
that  of  com  from  120,000,000  bushels  to  230,000,000  bushels, 
and  that  of  oats  from  20,000,000  to  38,000,000  bushels. 
This  growth,  more  rapid  than  agricultural  growth  had 
ever  been  in  any  other  section  of  the  North,  was  in 
strong  contrast  to  the  gradually  decreasing  crops  of  the 
East. 

During  the  years  of  fighting  there  was  continued  advance. 
Large  crops  in  1860  and  1861  were  succeeded  in  1862  by 
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the  largest  crops  in  the  history  of  the  country  up  to  that 
time,  when  in  the  four  States  under  consideration  the 
wheat  crop  of  83,000,000  bushels  was  33|  per  cent,  more 
than  in  1859,  that  of  com  290,000,000  bushels,  25  per  cent, 
more  than  in  1859,  that  of  oats  43,000,000  bushels,  an 
advance  of  15  per  cent.  With  the  exception  of  the  com 
crop  of  1863,  which  was  damaged  by  frosts,  and  the  wheat 
crop  of  1864,  these  figures  were  maintained,  and  in  some 
respects  surpassed,  in  1863,  1864,  and  1865.  The  same  is 
true  also  for  the  North  as  a  whole,  according  to  the  esti- 
mates of  the  Department  of  Agricidture.* 

In  no  way,  perhaps,  is  the  steady  progress  better  illiis- 
trated  than  by  the  grain  shipments  from  the  city  of  Chicago. 
The  record  of  this  city  is  marvellous.  Starting  in  183B 
with  a  shipment  of  78  bushels  of  wheat,  and  each  year  there- 
after increasing  her  shipments,  but  never  before  1860  send- 
ing out  over  10,000,000  bushels  of  wheat  and  wheat  floiir, 
this  new  city  for  each  year  of  the  war  shipped,  on  the  aver- 
age, 20,000,000  bushels  of  wheat  and  wheat  flour.  Her 
yearly  com  exports,  before  1860  never  above  11,000,000 
bushels,  averaged  during  the  war  25,000,000  bushels.  Of 
all  kinds  of  grain  her  shipments  in  1860  were  the  largest  to 
that  date,— 31 ,000,000  bushels.  But  in  1861  these  mounted 
up  to  50,000,000  bushels,  to  56,000,000  bushels  in  1862,  54,- 
000,000  bushels  in  1863,  46,000,000  bushels  in  1864,  and  52,- 
000,000  bushels  in  1865.  So  it  was  also  for  Milwaukee, 
Detroit,  Toledo,  and  other  lake  ports,  and  for  Cincinnati, 

A  For  flUbonte  sUtiotios  of  the  oropfl  see  the  Annual  Report  of  the  New  York 
CSiamber  of  Commeroe  for  1873-74,  pp.  326^45.  For  the  whole  country  the  orope 
were  (in  million  bushela): — 

WkeaL  Cam, 

1839 84.8  377.5 

1840 100.2  W1.6 

1850 170.2  827.1 

1862 186.8  564.6 

1863 100.9  451.1 

1864 160.7  530.4 

1865 148.5  704.4 

The  Confedermte  States  prodooed  in  1859  81,000,000  buahela  of  whaiA, 
280,000,000  buahela  of  corn;  hence  the  decline  in  the  total  com  erop  recorded  in 
1862. 
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though  with  no  such  phenomenal  advances.^  The  commerce 
of  the  Great  Lakes,  by  which  route  over  90  per  cent,  of  this 
grain  was  transported  to  Buffalo  and  other  Eastern  lake 
ports,  was  also  very  large,  nearly  twice  as  large  as  before 
1861,  while  the  grain  receipts  of  Buffalo  and  New  York 
and  the  business  of  the  New  York  raUroads  and  canals 
showed  equal  progress. 

The  lake  ports,  especially  Chicago,  were  imdoubtedly 
profiting  by  the  closing  of  the  Mississippi  River  to  New 
Orleans,  for  they  gained  most  of  the  shipments  from  the 
interior  which  usually  went  to  the  Southern  port,  so  that 
the  increased  shipments  of  Northern  cities  and  the  in- 
creased traffic  of  the  Northern  transportation  routes  do 
not  exactly  measure  the  growth  of  the  crops.  From  1850 
to  1860  New  Orleans  received  on  the  average  approximately 
10,000,000  bushels  of  grain  each  year.*  K  we  say  that  all 
of  this  trade  was  diverted  to  the  one  city  of  Chicago, — an 
unreasonable  assumption, — ^we  see  that  it  constituted  only 
from  one-third  to  one-half  of  the  increase  of  Chicago's 
trade.  The  opening  of  the  river  in  1863  had  no  appreciable 
effect  in  starting  traffic  again  southward,  because  maraud- 
ers on  both  banks  continued  to  make  the  route  unsafe,  and 
because  the  Westerners  had  come  to  appreciate  the  speed 
and  directness  of  the  Northern  routes. 

It  was  a  striking  coincidence  that  the  greater  harvests 
and  the  loss  of  the  river  route  southward  were  so  fully  antici- 

>  The  figuTM  given  are  from  the  Report  of  the  Qiiceco  Board  of  l^ade  for 
1888,  p.  86.  (A  barrel  of  flour  equals  four  and  one-half  bushels  of  wheat. )  In  1862 
Milwaukee  exported  16,000,000  bushels  of  wheat,  three  times  as  muoh  as  in  any  year 
before  the  war;  so  also  for  flour.  (Hunfa  MerehanU*  Maotuina,  June.  1867.)  C^- 
cinnati  in  both  1862  and  1863  shipped  1,000,000  bushels  of  wheat,  75  per  cent, 
more  than  in  any  srear  since  1867.  (See  Annual  Review  of  the  Commeroe  of  Cin- 
cinnati for  1870,  p.  113.)  Before  1860  Buffalo  had  never  received  over  26,000,000 
bushels  of  grain,  including  flour.  In  1862  she  received  72,000,000  busheb.  (See 
Board  of  Trade  Statement  of  the  Trade  and  Commerce  of  Buffalo  for  1865,  pp. 
27,  28.)  Thb  Erie  and  Champlain  Canals  delivered  at  tide-water  in  1862  32,000,000 
bushels  of  -iHieat,  almost  three  times  more  than  ever  before  in  any  single  year. 
(Annual  Report  of  New  York  Produce  Exchange  for  1872-78,  p.  285.) 

*  One-fourth  of  this  was  shipped  to  foreign  ports.  For  the  srearly  imports 
at  New  Orleans  from  the  interior  see  the  Board  of  Trade  Annual  Statement  of  the 
Tkade  and  Commerce  of  Buffalo  for  1865.  pp.  26,  27. 
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pated  by  the  railroad  construction  of  the  previous  decade. 
In  1860  Indiana  had  225  miles  of  railroads,  Illinois  110  miles, 
IKHsconsin  20  miles,  and  Iowa  none.  In  1860  the  four  States 
together  had  over  6,990  miles  of  road  ready  to  accomplish 
the  heavy  tasks  to  be  imposed  upon  them.  Whatever 
might  be  the  increase  of  the  crops,  iJthough  the  river  was 
closed,  there  were  ample  facilities  to  take  them  to  market. 
Seven  new  trunk  lines  from  the  South,  West,  and  North 
centred  in  Chicago,  whence  three  other  trunk  lines  and  the 
lakes  led  eastward.  This  city,  which  in  1850  celebrated 
the  arrival  of  its  first  train,  was  entered  during  the  last  part 
of  the  war  by  ninety  trains  daily.  Better  preparation  in 
these  sections  for  the  strain  of  war  could  hardly  have  been 
devised. 

At  the  beginning  of  the  war  many  feared  molestation  of 
the  crops;  but,  when  with  each  succeeding  year  plenty  filled 
the  land,  boastings  and  congratulations  were  universal. 
That  we  were  a  great  agricultiiral  nation  in  a  time  of  war 
few  pubUc  teachers,  speakers,  or  newspapers,  allowed  the 
people  to  forget.  It  was  fortunate  that  the  source  of  our 
food  supply  was  within  our  own  borders,  and  not  in  the  Con- 
federacy, and  that  it  was  never  included  within  the  theatre 
of  war.  With  food  plenty,  the  doubts  and  fears  that  so 
easily  lend  themselves  to  discontent  in  a  time  of  public 
crisis  had  little  place. 

Another  effect  of  the  abundant  food  supply,  which  has 
never  yet  been  adequately  set  forth,  but  which,  neverthe- 
less, was  very  important,  was  its  influence  on  foreign  coim- 
tries.  We  were  a  granary  for  Great  Britain,  and  to  a  small 
extent  for  the  Continent,  from  which  countries  the  Confed- 
erate States  were  endeavoring  to  win  recognition  by  point- 
ing with  pride  to  the  fact  that  they  were  the  largest  source 
of  the  world's  cotton  supply.  From  1850  to  1860  the 
production  of  American  cotton  had  increased  120  per  cent., 
—from  2,450,000  bales  to  not  quite  5,400,000  bales, — 
that  of  wheat  by  less  than  75  per  cent., — i.e.,  from  100,000,- 
000  bushels  to  170,000,000  bushels.    Furthermore,  while 
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the  export  of  wheat  was  practically  stationary  in  the  period, 
that  of  cotton  rapidly  increased.^  The  cotton-consuming 
countries  of  the  world  were  so  far  dependent  on  the  Southern 
staple  that  over  80  per  cent,  of  the  cotton  consumed  inj 
Great  Britain  from  1861  to  1860  came  from  the  Unit 
States;  in  1860,  75  per  cent,  of  that  consumed  on  the  Contij 
nent  also  came  from  America.  But  in  the  same  period  the 
dependence  on  American  grain  was  very  much  less,  sincel 
we  shipped  almost  none  at  all  to  the  Continent,  and  inl 
almost  every  year  were  outstripped  by  Russia  in  shipments 
to  Great  Britain. 

What  would  be  the  effects  of  the  war  on  these  relations 
at  once  became  a  leading  question  in  Europe,  and  it  was 
generally  assumed  that  there  would  be  a  great  decrease  in 
the  receipts  of  both  American  staples,  of  grain  as  well  as 
of  cotton. 

With  the  declaration  of  the  blockade  of  the  Southern 
ports  by  the  United  States  one  part  of  the  expectation  was 
fulfilled.  The  foreign  factories  could  get  little  or  no  Ameri- 
can cotton,  and  began  to  shut  down  or  run  but  part  time. 
The  2,580,700  bales  received  in  Great  Britain  from  America 
in  1860  feU  to  1,841,600  bales  m  1861,  72,000  bales  in  1862, 
132,000  bales  in  1863,  198,000  bales  in  1864,  and  462,000 
bales  in  1865;  but,  on  account  of  the  enlarged  importations 
from  other  fields, — ^Brazil,  Egypt,  West  India,  East  India, 
China,  Japan,  Turkey,  and  Asia  Minor, — ^the  yearly  con- 
sumption did  not  fall  off  as  much  as  did  the  American  im- 
ports. The  familiar  story  of  the  distress  among  the  unem- 
ployed British  operatives  need  not  here  be  retold.  In  the 
consumption  of  cotton  on  the  Continent,  France  took  the 
lead,  consuming  about  one-quarter  as  much  as  Great  Brit- 
ain.    Germany  was  second,  with  Russia,  Holland,  Spain, 

iln  1850  we  exported  635,381,604  pounds  of  coUon;  in  1860,  1,767.686,838 
poondi,  the  inereen  beinc  gimditeL  (Ninth  Annual  Report  of  the  Boston  fioerd 
of  ThMle,  p.  01.)  like  lAriast  exportation  of  iHteet  and  wheat  flour,  1850-60. 
WM.  in  1857.81,000,000  budieb.  The  averace  for  the  deeade  wae  about  90,000.000 
boahds  a  year.  In  1860  it  was  16.000.000  bushels.  (Report  on  the  Internal  Oom- 
BMree  of  the  United  States,  1870,  p.  116.) 
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and  the  other  minor  countries  and  ports  following.^  In 
1860,  as  has  just  been  stated,  three-fourths  of  this  cotton 
came  from  America,  to  disappear  practically  with  the 
,  opening  of  the  war;  but  here  again,  as  in  the  case  of  Great 
Britain,  on  accoimt  of  increased  importations  from  other 
coimtries,  the  yearly  consumption  did  not  fall  off  equally 
with  the  American  importations.  Roughly  speaking,  the 
different  Continental  coimtries  succeeded  throughout  the 
war  in  getting  for  use  50  per  cent,  of  the  usual  amount. 
There  was  distress  among  the  French  operatives,  as  in  Eng- 
land, but  not  to  so  great  an  extent. 

Great  Britain's  wheat  crop  (exclusive  of  the  crop  of  the 
islands  of  the  British  Seas),  which  in  185S  and  1859  aver- 
aged 16,000,000  quarters  annually,  in  1860  fell  to  13,135,- 
124  quarters,  in  1861  to  11,078,948  quarters,  in  1862  to 
12,271,546  quarters,  in  1863  to  13,957,554  quarters.  In 
1864  it  rose  to  17,922,048  quarters.*  The  average  yearly 
price  per  quarter  in  1860,  1861,  and  1862  rose  to  53«.  3d., 
55s.  4d.,  and  558.  5d.,  respectively,  but  in  1863  fell  to  44«.  9d. 
and  in  1864  to  40s.  5d.*  For  three  successive  years  the  coim- 
try's  grain  crops  were  failures,  and  she  was  forced  to  im- 
port twice  as  much  grain  as  usual.  In  the  emergency  it 
was  the  United  States,  at  war,  that  supplied  the  new  de- 
mand,— ^the  same  United  States  that  had  cut  off  the  cotton. 

^  There  were  88,000,000  cotton  epindlee  in  Great  Britain.  12,000,000  on  tlie 
Continent,  «nd  5,000,000  in  the  Unitwl  States.  Great  Britain  in  1860  oonionMd 
2,838,000  bales;  Franoe,  621,000  bales;  Germany,  807,000  bales;  Ruaeia  and  minor 
porta,  824,000  bales;  Holland,  117,000  bales;  Spain,  106,000  bales.  (RepoK  of 
the  United  States  Revenue  Oommission,  1865-66,  pp.  181, 134.) 

>See  Report  of  the  New  York  Produce  Exehange,  1875-76,  p.  884.  From 
1856  to  1850  the  total  imports  of  wheat  into  the  United  Kincdom  averaced  16.- 
000.000  ewt.;  in  1860  they  wero  25.000,000  ewt:  in  1861,  20,000,000  owt.  in 
1862,  41,000,000  ewt.;  in  1868,  24,000,000  ewt.;  in  1864,  23,000,000  ewt.  In 
these  ytam  the  imports  of  Ameriean  wheat  were,  respectirely  i^in  ewt.),  6,407,- 
885,  10,866,801.  16,140.670,  8,704,401,  and  7305.015.  Those  who  attribute  our 
inereased  exports  solely  to  the  fact  that  the  priee  of  wheat  here  did  not  rise 
as  fast  as  that  of  fold,  and  that,  therefore,  it  was  cheaper  to  buy  (rain  with  which 
to  pay  our  Eni^ish  debts  than  it  was  to  pay  them  in  cold,overiook  the  failure  of  the 
Rngiiwh  and  Continental  crops.  The  commercial  column  of  the  Chica<o  Trihums 
for  1861  and  1862  contains  frequent  extracts  from  the  London  Mark  Lant  Exprmt, 
the  leading  Eln^ish  agricultural  paper,  upon  the  condition  of  the  English  and  Oon- 
tinental  crops. 

s  See  Report  of  New  York  Produce  Exchange,  1876-77,  p.  820. 
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Great  Britain  was  astonished.  In  1861,  the  year  when 
American  cotton  ceased  to  arrive  in  Great  Britain,  the 
British  imports  of  American  wheat  and  wheat  flour  were 
36,000,000  bushels,  three  times  more  than  ever  before;  in 
1862,  37,000,000  bushels.  The  lowest  point  during  the  war\ 
was  in  1864,-20,000,000  bushels.^  Russia  and  Germany  V 
were  the  other  great  granaries  of  Great  Britain,  but  the 
shipments  of  wheat  and  wheat  flour  from  the  one  eoimtry 
to  Great  Britain  actually  fell  off  in  1861,  1862,  and  1863; 
while  those  of  the  other  increased,  and  that  but  slightly, 
only  in  one  year, — 1862.* 

French  importations  to  Great  Britain  in  wheat  and  wheat 
flour,  usually  ranking  next  after  those  from  Germany 
and  Russia,  in  the  first  three  years  of  the  war  fell  off  enor- 
mously, being  only  25  per  cent,  of  what  they  were  in  1860, 
for  the  sufficient  reason  that  France  also,  along  with  Great 
Britain  and  all  of  Southern  Europe,  suffered  crop  reverses 
in  1861.  The  French  crop  in  this  year  was  26,765,000 
quarters,  as  compared  with  an  average  yearly  crop  of 
32,000,000  quarters  in  1858,  1869,  and  1860.  Importa- 
tions, which  in  1858,  1869,  and  1860  had  averaged  about 
400,000  quarters,  suddenly  rose  to  almost  6,400,000  quar- 
ters in  1861.*  Of  these  increased  importations  from  one- 
third  to  one-half  came  from  the  United  States.  The  Ameri- 
can shipments  to  France  before  1861  were  practically  noth- 
ing; but  in  the  year  following  the  poor  harvests  they  were 
10,000,000  bushels  of  wheat  and  wheat  flour,  6,000,000 
bushels  the  next  year.^ 

Our  Northern  press  and  the  public  watched  with  keen 
interest  these  foreign  shipments  of  grain.    They  noted  that, 

^  Tbe  Report  of  the  New  York  Cauanber  of  Conmieree,  1864-00,  p.  101,  givee 
*  full  table  of  exports  of  breedstuffa  from  the  United  States  to  Great  Britain  and 
Irdand  from  1847  to  1806. 

>  See  Report  of  New  York  Produoe  Ezohange  for  1878,  p.  327. 

>  Priees  per  quarter  wero  as  foUows:  1868,  38«.;  1809,  38ff.  M.;  1860,  85s.  7d.; 
1861,  42s.  2d,;  1862,  40s.  5d.;  1863,  34s.  4d.;  1864,  80s.  6(f.;  1866,  28s.  8d.  See 
Report  of  New  York  Produce  Exchange  for  1876-76,  p.  336. 

4  See  Report  on  Internal  Commerce  of  the  United  States,  1870,  p.  243,  Appen- 
dix. 
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when  the  British  and  Continental  crops  were  poor,  our  own 
chanced  to  be  unprecedently  abundant;  and  they  univer- 
saUy  believed  that  these  shipments  played  a  large  part  in 
preventing  foreign  recognition  of  the  Confederacy.  The 
reasoning  was  most  frequently  applied  to  Great  Britain, 
inasmuch  as  Americans  in  general  were  well  acquainted 
with  the  situation  there.  American  grain  was  more  impor- 
tant to  the  British  than  American  cotton,  reasoned  the 
Northerners.  If  Great  Britain  attempted  to  secure  more 
of  the  latter  by  breaking  the  blockade,  her  receipts  of  the 
former  would  be  materially  lessened  by  the  resulting  war 
'  with  the  United  States.  This  deficiency  other  nations  were 
not  in  a  position  to  make  up  any  more  quicHy  ttenThat 
in  cotton;  and  the  resulting  very  high  pHces  of  food^^ing 
far  beyond  the  prevailing  high  prices  of  1862,  and  involv- 
ing the  whole  kingdom^  would  be  far  more  seiiuuHtKan  a 
partial  loss  of  work  in  a  single  district.  Our  large  American 
harvests,  therefore,  were  peculiarly  fortunate,  for,  in  addi- 
tion to  supplying  our  wants  at  home,  they  affected  power- 
fully our  international  relations.* 

The  same  considerations  apply  to  our  relations  with 
France,  though  not  so  forcibly.  The  French  crops,  in  the 
first  place,  were  poor  but  in  a  single  yeaf7nol7a8  in  Great 
Britain,  for  three  years.  The  French  importations  were  not 
nearly  so  large  as  the  British,  and  prices  in  France  did  not 
go  so  high.  Moreover,  the  cotton  industry  in  France,  one- 
quarter  as  large  as  in  Great  Britain,  occupied  a  compara- 
tively small  position  in  the  nation.  But,  in  this  connec- 
tion, we  must  not  consider  France  by  herself:  she  was  a 
member  of  a  combination,  more  or  less  strong,  desirous  of 
recognizing  the  Confederacy;  and  this  combination,  as  a 
whole,  could  not  dispense  with  American  grain. 

The  shipments  abroad  had  a  pronoimoed  reaction,  also, 
on  this  coimtry;  for  in  the  early  part  of  the  war,  when  we 
were  producing  more  than  was  necessary  for  our  own  wants, 

>  Rhodas,  in  his  eUborat*  disotmioii  of  the  reoognition  question,  doea  not  men- 
tion the  Amenean  grmin  imports  into  OrtAt  Britain,  althouch  the  matter  was  ao  fun- 
damental, and  was  prominently  reoocniaed  as  sueh  in  the  newspapers  of  the  time. 
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and  when,  therefore;  our  home  markets  would  naturally 
have  been  overstocked  and  prices  for  the  farmers  very  low, 
the  strong  foreign  demand  tended  to  remove  the  surplus, 
and  prevent  ihsX  disappointing  result. 

The  other  leading  activities  of  the  Western  farmers — ^hog, 
cattle,  and  sheep  raising — ^were  also  flourishing.  Accord- 
ing to  the  Cincinnati  Price  Current^  the  niunber  of  hogs 
packed  in  all  the  West,  which  never  before  the  war  had  been 
above  2,500,000,  in  1862-63  rose  to  4,000,000,  and  in  1863- 
64  was  3,000,000.  This  increase  was  represented  most 
graphically  by  the  record  of  Chicago,  where  the  number 
jumped  from  161,339  in  1869-60  to  970,264  in  1863-64, 
and  to  a  less  degree  by  that  of  Cincinnati,  St.  Louis,  and 
other  dties.  In  1862  Chicago  outstripped  Cincinnati,  and 
wrested  from  her  the  title  "  Porkopolis  of  the  West."  Most 
of  the  packing  was  done  in  the  cities,  where  the  industry 
was  fast  becoming  centralized,  but  a  part  of  it  was  still 
done  in  the  small  towns  and  in  the  coimtry.  Despite  the 
progress  of  packing,  however,  we  are  informed  by  the 
statisticians  of  the  time  that  the  number  of  hogs  raised  each 
year  was  no  greater  than  in  1860.^  The  change  is  to  be 
explained  rather  by  the  fact  that  the  farmers  sent  to  the 
market  more  of  their  stock  than  usual.  Cattle  raising  was 
normal,  and  cattle  packing  was  in  its  infancy. 

In  the  nation  at  large  the  progress  of  sheep  raising  was 
most  remarkable,  inasmuch  as  wool  was  the  most  impor- 
tant substitute  for  cotton.  The  production  of  wool  in- 
creased gradually  from  1860,  when  it  amounted  to  60,000,- 
000  poimds,  to  1865,  when  the  total  production  was  140,- 
000,000  pounds;  while  in  the  latter  year  there  were  32,- 
000,000  sheep  in  the  North,  double  the  number  of  1860. 
The  Western  States  shared  the  progress  along  with  all  the 
North.  Illinois,  the  leading  agricultural  State,  in  four  years 
more  than  trebled  her  number  of  sheep.  Ohio,  the  leading 
wool  State,  doubled  hers.    "  No  branch  of  business  increased 

>Tbe  Report  of  the  New  York  Prodnee  Ezehange  for  1878-74  and  the  Report 
of  the  Comminkmer  of  Agriculture  for  1865  sire  fuU  etetiitiot  for  hog  and  cattle 
raiemg  during  the  war. 
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more  rapidly  than  the  domestic  wool  trade".-*  it  grew  with 
''gigantic  strides."  Everywhere  the  wool-growers  were 
very  energetic.  Their  conventions,  new  associations,  and 
jealous  rivalry  with  the  wool  manufacturers  over  the  tariff 
are  characteristic  features  of  the  times.  In  1865  the  Na- 
tional Wool-growers'  Association  was  formed.' 

So  far  as  crops  and  herds  and  flocks  are  concerned,  the 
evidences  of  great  material  prosperity  in  the  West  are  un- 
mistakable. There  was  unusual  activity  in  all  branches 
of  agriculture,  and,  on  the  whole,  unusually  large  crops  and 
large  herds  and  flocks.  Other  factors,  such  as  prices  and 
freight  rates,  the  growing  use  of  agricultural  machinery, 
the  prosperity  of  agricultural  fairs,  increase  in  population, 
the  occupation  of  new  lands,  and  public  agitation  in  favor 

>  Fkom  the  BotUm  Skivpi^  Liai,  January  4,  1866.  Hm  Statbtieal  Abstraet 
of  the  United  Statee,  1002»  p.  850,  gives  fud  etatisties  for  the  growth  in  the  i»o- 
diMtion  and  importation  of  wooL  Ohio  in  1864  had  4.846,180  aheep,  8,368,174 
in  1860,  6,806,706  in  1864.  like  number  of  aheep  in  Penn^ylvama,  1860-60,  fell 
off  12  per  oent.:  from  1860  to  1864  it  increaaed  76  per  oent.  In  lUinots,  1860-60. 
it  fell  off  14  per  oent. :  from  1861  to  1864  there  was  an  inerease  of  almost  800  per 
eent.  See  Report  of  the  Ohio  Oonmussioner  of  Statistics  for  1866,  p.  33,  and  also 
An  Address  before  the  National  Association  of  Wool  Manufaeturers  at  the  first 
Annual  Meeting  in  Philadelphia,  September  6,  1866,  by  John  L.  Hayea,  Seeratary. 

t  Tndiana  and  niinois  attempted  to  raise  eotton  in  their  borders,  despite  the 
Northern  frosts.  Muoh  publicity  was  given  to  these  trials,  ancf  scant  success  waa 
magnified  into  large  aohievement;  but  practically  nothing  was  accomplished. 

In  all  the  Western  States  the  cultivation  of  sorghum,  the  Chinese  sugar  cana, 
introduced  before  1860,  was  greatly  extended,  with  a  view  to  securing  a  suecesiful 
substitute  for  the  sugar  made  in  Louisiana,  upon  which  they  had  been  dependent 
up  to  the  opening  of  the  war,  for  regularly  one-half  of  the  Southern  sugar  had  been 
consumed  there.  For  eammple,  in  1862  the  sugar  crop  of  Louisiana  was  321.031 
hogsheads,  of  which  806.000  hogsheads  were  exported  to  the  Western  States. 
In  1868  the  total  crop  was  862,206  hogsheads,  of  which  the  Western  States  received 
187.330  hogsheads.  (See  HuM't  Mmxhanit'  MaooMim,  February.  1860.)  The 
oonventions  of  the  sorghum-growers  rivalled  thoee  of  the  wool-growers  in  number 
and  popular  interest;  but,  despite  the  most  persistent  experiments,  the  new  eane 
produced  only  syrup,  no  sugar  at  all.  Ohio  and  other  States  attempted  to  introduce 
sugar  beets  as  a  new  source  of  sugar,  the  Ohio  Board  of  Agriculture  even  going  so  far 
as  to  offer  a  prise  of  $6,000  for  the  successful  production  of  the  beet  sugar.  All  the 
attempts  failed.  By  1864  in  the  West  sugar  was  a  luxury.  Both  in  the  East  and 
in  the  West  prices  were  hi|^  In  Cincinnati  the  average  price  per  pound,  which 
in  1860  and  1861  was  $0.06,  became  Sa20  in  1864  and  1866.  Molassss  in  the  same 
period  rose  from  $0.38i  per  gallon  to  $1.36. — for  many  people  prohibitive  prices, 
as  we  may  see  from  the  decline  in  the  general  consumption  of  sugar  per  capita  from 
80i  pounds  in  1860  to  17  and  18  pounds  in  1863-1864.  In  1861  the  consump- 
tion of  cane  sugar  in  the  United  States,  excluding  the  Pacific  coast,  was  206.050 
tons  of  foreign  sugar  and  118,331  tons  of  domestic  sugar:  in  1866  the  figuree  were 
846,800  tons  of  foreign  sugar  and  6.000  tons  of  domestic  sugar.  (See  the  Report  of 
the  New  York  Chamber  of  O>mmeroe  for  1862-63  and  for  1866-66.) 
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of  increased  transportation  facilities  furnished  testimony 
to  the  same  effect.  But  in  the  very  beginning  of  the  war 
two  contrary  factors  were  very  strong,  the  crash  of  the 
wildcat  banks  and  high  freight  rates. 

Many  banks  in  Illinois,  ^Hsconsin,  and  Indiana  had,  as 
the  only  security  of  their  circulating  notes,  the  bonds  of  the 
border  and  slave  States.  These  bonds  secession  sent  on  a 
wild  career  of  decline,  which  grew  worse  and  worse  after 
the  opening  of  actual  hostilities.  Deprived  in  this  way  of  the 
means  of  redeeming  their  notes,  many  of  the  Western  banks, 
especially  the  small  ones  in  the  coimtry,  closed  their  doors; 
and  the  bonds  were  sold  at  auction  for  the  benefit  of  the  note- 
holders. If  we  say  that,  on  the  average,  these  were  sold  for 
eighty  cents  on  the  dollar,  which  is  a  high  estimate,  the  loss 
to  the  people  of  Illinois,  where  the  bank-note  circulation 
was  $12,000,000,  was  over  S2,000,000.  Eighty-nine  of  the 
110  banks  of  the  State  were  ruined;  39  in  ^\i^consin,  27 
in  Indiana.  These  failures  of  the  small  coimtry  banks  fell 
heavily  on  the  farmers. 

The  losses  occasioned  by  high  freight  rates  were  just  as 
widespread  as  those  due  to  poor  banking.  The  enormous 
grain  shipments  of  1861,  accompanied  by  the  closing  of  so 
many  routes  seaward, — ^the  Mississippi  River,  the  Balti- 
more k  Ohio  Railroad,  and,  with  the  coming  of  the  winter, 
the  Great  Lakes, — ^foimd  the  railroads  and  other  transporta- 
tion lines  imprepared.  They  were  new,  and  had  never 
handled  heavy  traffic.  Much  freight  had  to  be  turned 
away,  and  freight  rates  went  up  with  a  boimd.  The  aggre- 
gate freight  rate  from  Chicago  to  New  York  via  Buffalo, 
by  lake  and  canal,  for  a  bushel  of  wheat  rose  suddenly  from 
$0.1725  in  July  until  it  reached  $0.3894  in  October  of  the 
aame  year,— over  100  per  cent,  increase,  whereas  in  the  cor- 
responding three  months  of  1860  the  customary  rise  in  the 
autumn  had  been  but  a  little  over  66|  per  cent.  The  West 
was  frantic,  but  helpless  before  the  transportation  lines;  for, 
while  the  freight  rates  advanced  so  very  fast,  the  price  of 
spring  wheat  in  New  York  in  the  same  time — July  to  Oc- 
tober— ^went  only  from  72  cents  to  $1.15, — 50  per  cent.  in- 
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crease  in  the  wholesale  price  paid  to  farmers,  to  be  set  over 
against  the  100  per  cent,  increase  in  freight  rates.  Press 
and  public  and  State  legislatures  were  loud  in  complaint. 
Large  crops  were  of  no  avail  to  farmers,  if  transportation 
lines  took  all  the  profits. 

The  sequel  is  important.    In  October,  1864,  after  the 
depreciation  of  paper  money  had  been  constantly  raising 
prices  in  general  for  almost  three  years,  the  freight  on  a 
bushel  of  wheat  Chicago  to  New  York  by  Buffalo,  via 
lake  and  canal,  was  only  10.27,  almost  10.12  less  than  in 
October,  1861,  and  in  not  a  single  month  from  1861  to  1864^ 
was  the  figure  of  October,  1861,  again  reached.     On  the  other 
hand,  the  price  of  a  bushel  of  spring  wheat  in  New  York  in 
the  same  interval,  October,  1861,  to  October,  1864,  jumped 
from  $1.15  to  $2.35  in  July,  1864,  $1.85  in  October,  and 
$2.28  in  January,  1865.     Similarly,  between  the  same  twa 
points  over  the  same  route,  the  freight  on  a  bushel  of  com 
increased,  July  to  October,  1861,  from  $0.1581  to  $0.3563; 
while  the  price  per  bushel  of  com  in  New  York  advanced 
only  from  $0.46  to  $0.54.     But  in  October,  1864,  the  same 
freight  was  $0.2381,  while  the  price  per  bushel  was  $1.56 
July,  1864,  $1.58  in  October,  $1.86  m  January,  1865.    Again, 
in  the  fall  of  1861  the  highest  price  paid  for  a  live-stock  car, 
Chicago  to  Buffalo,  was  $95;  in  the  fall  of  1864  only  $130  for 
the  largest  cars,  $105  for  smaller  ones.    But  the  price  of 
live  cattle  in  the  latter  year  was  100  per  cent,  more  than  in 
1861,  and  of  live  hogs  200  per  cent.  more.     Thus  we  arrive 
at  a  most  interesting  and  important  result:   the  prices  of 
agricultural  products  in  1864  and  the  first  part  of  1865  were 
100  per  cent,  to  200  per  cent,  more  than  in  1861,  while 
freight  rates  for  grain  were  less  than  in  1861,  and  tiiose  for 
live  stock  advanced  but  slightly.    This  rise  in  farm  products 
was  greater,  and  lasted  much  longer,  than  the  rise  in  freight 
rates.     Never  had  the  products  of  the  farm  so  great  a  cash 
value.     For  their  crops  the  farmers  were  getting  not  only 
the  increased  nominal  value  which  an  inflated  currency 
produced,  but  in  addition  the  part  of  this  increase,  and  more,, 
which  naturally  would  have  been  added  to  the  freight  rates. 
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This  remarkable  result,  following  two  good  years  in  1862 
and  1863,  was  rich  recompense  for  the  losses  of  agriculture 
in  1861,  and  a  cause  of  great  buoyancy  and  prosperity.^ 
The  amount  of  debts  and  farm  mortgages  paid  off  during 
the  war  was  vast.* 

The  use  of  labor-saving  machinery  on  the  farms  had  al- 
ready begun  when  the  war  opened,  but  was  largely  extended 
during  the  struggle.  Mowers  and  reapers  were  yet  new :  only 
on  the  largest  farms  of  the  West  were  they  common.  The 
wheat  drill  was  not  common  in  any  section.  As  soon, 
however,  as  men  began  to  go  to  war,  the  increasing  use 
of  new  laborHsaving  machinery  was  as  striking  a  feature  of 
farming  as  were  the  large  harvests.  The  new  devices  were 
necessary  to  make  up  for  the  scarcity  of  laborers.  But  for 
them,  so  we  are  assured  from  many  sources,  a  large  part  of 
the  crops  could  not  have  been  gathered.'  In  1864  over 
70,000  mowers  and  reapers  were  manufactured,  twice  as 
numy  as  in  1862,  and  many  more  than  in  any  year  before. 
The  manufacturers  could  not  supply  the  demand.  But  a 
small  proportion  of  these  were  sold  out  of  the  United  States.* 

*  Leet  any  think  that,  in  the  matter  of  freight  rates,  I  have  been  deceived  into 
aoeepting  gold  quotatione  in  1864  for  quotations  in  paper*  I  would  eall  attention 
to  the  faet  that  the  rates  for  cattle  ears  are  oontemporary  rates,  taken  from  the 
successive  reports  of  the  Chicago  Board  of  Trade.  Such  oontemporary  quotations 
were  not  in  gold,  but  in  paper.  The  grain  rates  were  published  in  1873,  but  are 
substantiated  by  the  contemporary  rates  as  given  in  the  reports  of  the  Chicago 
Board  of  Trade. 

For  the  grain  freight  rates  see  the  Reports  of  the  New  York  Chamber  of 
Commerce  for  1872-73,  p.  392;  for  the  rates  for  live-stock  ears  see  the  Report 
of  the  Chicago  Board  of  Trade  for  1861,  p.  67,  and  for  1864,  p.  68.  For  the  prices 
of  wheat,  com,  cattle,  and  hogs  see  the  Aldrich  Report  of  1893.  I  have  been  un- 
able to  find  the  quotations  for  hogs  and  cattle  in  Buffalo.  The  relative  advance  is 
shown  by  the  prices  in  other  cities.  Beeves,  good  to  prime,  live  weight,  in  New 
York  rose  from  $4.90  for  100  pounds  in  October,  1861,  to  $11.76  in  April.  1866; 
hogs,  good  to  prime,  light  weight,  in  New  York  rose  from  $3.76  and  $4,121  in 
Ootober.  1861,  to  $13  and  $14.60  in  January,  1865. 

*  ReeetU  Finaneial,  Industrial,  and  Commercial  Experiences  of  the  United  Statee, 
by  David  A.  Wells.  New  York,  1872,  p.  26. 

*  See  Report  of  Ohio  Commissioner  of  Statistics  for  1865,  p.  9;  Seieniifie  Amer- 
ican, July  4, 1863. 

*  The  Oeneeee  Farmer,  June,  1864,  gave  a  list  of  over  190  companies  making 
agricultural  machines, — 75  in  New  York  State,  25  in  Illinois,  25  in  Ohio,  25  in 
Pennssdvania,  and  many  scattering.  For  the  extent  of  these  manufactories  see 
SdenHflc  American,  February  13,  1864;  Country  Oetleman,  May  19,  1864;  fioO- 
TDod  Record,  May  11, 1865.    See  also  the  introduction  to  the  volume  on  Agriculture 
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The   horse-rake   was   likewise  recogniied   as  an   efficient 
labor-saving  device,  and  its  use  was  rapidly  extended. 
Many  new  harrows,  grain  drills,  com  planters,  and  steam 
threshers  were  put  on  the  market.    At  the  agricultural 
fairs,  both  State  and  coimty,  which,  with  some  diminution 
in  1861,  were  held  throughout  the  war,  attended  by  the 
usual  crowds,  and  meeting  with  the  usual  successes  and 
failures,  the  exhibitions  of  the  new  machinery  afforded 
the  chief  attraction,  and  aroused  the  greatest  possible  inter- 
est.   Only  one  exhibit  compared  with  them  in  popularity, — 
another  comparatively  new  labor-saving  device, — the  sew- 
ing machine.^ 
\      There  was  definite  increase  of  population  in  all  the  agri- 
S^*    ^        \  cultural  States,  as  shown  by  the  census  and  by  the  school 
v5      ;     jstatistics.    Illinois,  by  the  United  States  census  in  1860, 
1  contained  1,711,915  people,  in  1865,  by  the  State  census, 
2,141,510,— a  gain  of  430,000.*    The  number  of  scholars  of 
school  age  rose  from  472,000  to  580,000,  the  number  of 
teachers  increased  by  2,500.*    ^\i^consin  in  the  five  years 

in  United  States  OanmM  of  1860.  Tike  relue  of  the  exports  of  acrioultml  imple- 
ments, ell  kinds,  and  not  only  mowers  and  leapen,  was  as  foOows:  f611,152  in 
1863-64,  $1,886,274  in  1864-66,  $1,373,004  in  1866-66,  $036,210  in  1866-«7. 
(IVom  tables  in  Commeroe  and  Navigation  of  the  United  States  for  the  rarions 
years.)  The  aci&nl4$c  AiMnfeim,  Fehroary  13,  1864,  states  that  at  that  time  the 
averace  priee  of  mowers  and  reapers  was  $130.  This  would  be  $0,100,000  for 
70,000  machines.  The  exporU  of  all  kind  of  maehinery  in  1863-<M  and  1864-66 
were  worth  bat  $1,000,000,  averace  <A  two  jrears.  The  mowers  and  reapers  exported 
must  hare  been  but  a  part  of  this.  I  hare  drawn  on  the  files  of  the  AeMrieenA^ri- 
eiaUmrui,  Ohio  Farmm-t  Comniry  Oentttman,  and  Otn§§m  Farmer. 

^  The  State  fairs,  aLto,  after  1861  were  maintained  as  usual.  1  have  in  my 
possession  a  mass  of  material  to  show  the  continuation  of  the  fairs,  both  eoonty 
and  State.  The  files  of  the  Springfield  BopubUcan,  New  York  TVibwns.  and  Chieago 
TrUmno  are  valuable  on  this  subject  as  well  as  the  agricultural  papers.  In  almost 
every  account  of  the  exhibits,  mention  is  made  of  the  interest  in  the  agricultural 
machinery  and  sewing  machines.  The  agricultural  press  was  flouriahing  in  the 
middle  and  the  end  of  the  war.  By  the  end  of  1864  tne  Amtriean  AgriaaUmrui 
had  a  circulation  of  100,000,— an  increase  of  100  per  eent.  over  1861.  See  the  Ohio 
Fomier,  January  30, 1864,  for  the  general  prosperity  of  farmers'  papers. 

*  ChicagcTs  population  increased  from  100,260  in  1860  to  178,630  in  1866. 

*  The  growth  of  the  schools  was  very  marked,  and  a  common  cause  of  boasting. 
The  figures  given  are  from  the  reports  of  the  State  Superintendent  of  Education  in 
the  various  States.  The  erection  of  new  school  buildings  in  Illinois  was  as  follows, 
in  1869,  670  new  buildings;  1860,  657;  1861,  382;  1862,  321;  1863,  340;  1864. 
628;  1865, 510;  1866,  6l2,-4hus  praeticaUy  normal  activity  in  this  respect  in  1864 
and  1865. 
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gained  90,000  population,  47,000  children  of  school  age 
and  460  teachers.  Minnesota,  the  newest  State,  gained 
78,000  people,  and  showed  an  increase  of  900  teachers.  Iowa 
gained  180,000  people,  Kansas  35,000,  and  Nebraska  30,- 
000.  Aside  from  natural  increase,  one  source  of  the  increase 
in  population  was  foreign  immigration,  attracted  partly 
through  the  active  personal  efforts  of  agents  in  Europe, 
sent  out  by  States,  raihroads,  and  private  individuals, 
partly  through  descriptive  pamphlets,  which  were  sent 
broadcast.  From  1861  to  1865  some  45,000  immigrants, 
on  landing  in  New  York,  continued  their  journey  to  Illinois, 
23,000  to  Wisconsin,  7,000  to  Iowa,  and  5,000  to  Ifinne- 
sota.^  There  were  many  refugees  from  the  border  and 
slave  States,  especially  in  Illinois.  Although  it  is  impos- 
sible to  measure  this  movement,  numerous  references  in 
the  press  and  in  the  reports  of  railroad  presidents  leave  no 
doubt  that  it  was  strong.'  In  1863  it  was  reported  that  one- 
third  of  the  land  sales  of  the  Illinois  Central  Railroad  were 
to  these  Southern  settlers. 

Then  there  was  immigration  from  other  States,  especially 
from  the  East,  where  there  was  a  pronoimced  tendency 
towards  depopulation  of  coimtry  districts  and  small  towns. 
In  New  York  State,  out  of  a  total  of  948  cities  and  towns, 
there  were  505  that  decreased  in  population  from  1860  to 
1865,  463  of  which  had  shown  an  increase  in  1860  over  1855. 
In  Massachusetts,  out  of  a  total  of  385  cities  and  towns, 
197  showed  a  decrease  in  1865  over  1860,  and  102  of  these 
197  had  shown  an  increase  in  1860  over  1855.  The  same 
conditions  existed  in  Rhode  Island.*    Some  of  this  drift 

*  TheM  ficuTM  hftve  been  compfled  from  tables  given  in  the  Annuel  Reports 
of  tbe  CommJHBioners  of  Emigration  of  the  State  of  New  Yonc,  1801-66.  The  work 
of  the  Mormon  missionaries  was  83r8tematieaUy  earned  on  in  Europe  throughout 
the  war;  and  the  foreign  immigration  to  Utah  was  quite  strong, — 1,041  in  1861; 
8.418  in  1863;  3.661  in  1863;  1.604  in  1864: 1.092  in  1866. 

s  See  Annual  Reporto  of  the  President  of  the  Illinois  Central  Rkilroad.  1861-66. 

*  These  figures  have  been  compiled  from  the  New  York  State  Census  for  1866 
and  from  the  Census  of  Massachusetts,  1806,  vol.  i.  Most  of  the  decadent  towns 
were  very  smalL  Of  the  606  in  New  York  303  were  under  3.000, 112  between  3,000 
and  10,000,  and  only  2  over  10,000.    In  Massachusetts  160  of  the  107  decadent 
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of  population  away  from  these  rural  districts  of  the  Eastern 
States  was  westward.  The  Secretary  of  State  of  the  State 
of  New  York,  impressed  by  the  shifting  population  of  that 
State,  sent  out  circulars  inquiring  the  probable  causes  of 
the  changes;  and  in  about  230  replies  received  we  find  that 
65  towns  attributed  their  loss  to  emigration,  chiefly  to  the 
West/  Newspapers  and  railroad  reports  add  their  testi- 
mony to  the  same  effect.  St.  Paul,  Minnesota,  a  t3rpiical 
town  of  13,000  in  the  growing  sections  of  Minnesota,  in  the 
five  years  from  1861  to  1865  received  2,200  persons  from 
other  States.* 

Another  strong  indication  of  the  growth  of  population  in 
the  agricultural  West  was  the  constant  occupation  of  new- 
lands  in  every  year  of  war.  The  Illinois  Central  Bailroad, 
in  the  coimties  bordering  along  its  lines,  in  1860  sold 
53,841.70  acres,  in  1861  102,247  acres,  in  1862  87,599  acres, 
in  1863  221,578  acres,  in  1864  264,422  acres,  in  1865  154,- 
252  acres.*  These  heavy  sales  were,  moreover,  not  to 
speculators  in  large  amoimts,  but  to  a  large  number  of 
holders  in  small  amounts.  In  1862  and  1863  approximately 
6,000  buyers,  many  of  them  from  the  Southern  and  border 
States,  took  an  average  of  less  than  60  acres  each.  During 
the  whole  war  the  counties  along  the  line  of  the  railroad 
grew  in  population  430,000.  In  other  States — for  example, 
in  Minnesota — ^the  railroads  were  actively  disposing  of  their 
lands. 

The  State  and  government  lands  were  also  filling  up. 
Wisconsin  sold  340,000  acres  of  school  lands,  swamp  lands, 

towns  were  under  3,000,  28  between  3.000  and  10.000,  and  only  4  over  10,000. 
The  Rhode  Island  Registrar's  Reports  for  1865  show  that  in  that  State  18  of  thie 
81  towns  decreased  in  population  in  1865  as  compared  with  1860,  of  which  only 
7  decreased  in  1860  as  compared  with  1850. 

>  See  a  small  pamphlet  entitled  Preliminary  Report  on  the  Census  of  the  State 
of  New  York  for  1865.     (Boston  Public  Library.) 

*  See  Mcaung's  St.  Paul  Directory  and  Statistical  Record  for  1866,  St.  Paul, 
1866. 

3  The  figures  are  taken  from  the  Annual  Reports  of  the  Illinois  Central  Rail- 
road. Land  I>q;>artment.  The  Raibroad  Journal,  each  year,  published  ab- 
stracts of  the  annual  reports  of  all  the  principal  railroads. 
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and  university  lands,  Minnesota  155,000  acresof  school  lands.^ 
Under  the  Homestead  Act,  by  the  terms  of  which  the  gen- 
eral government  gave  away  to  actual  settlers,  not  to  specu- 
lators, for  a  nominal  fee,  farms  of  160  acres  each,  140,988 
acres  were  taken  up  in  the  various  States  and  Territories 
from  January  1  to  July  1,  1863,  1,261,592.61  acres  from 
July  1,  1863,  to  July  1,  1864,  and  1,160,532.32  acres  from 
July  1,  1864,  to  July  1,  1865,— more  than  21,600  farms 
occupied  in  two  and  a  half  years  by  permanent  settlers. 
Of  these  homesteads  7,864  were  in  Minnesota,  2,211  in 
Wisconsin,  711  in  Iowa,  1,755  in  Nebraska,  3,115  in  Michi- 
gan, 2,067  in  Kansas,  and  a  smaller  number  in  several  other 
States  and  Territories.  The  government  disposed  of  much 
land  in  other  ways.  There  were  cash  sales  amoimting  to 
one-half  of  the  homestead  entries,  large  gifts  to  the  veterans 
of  the  Revolutionary  War,  the  War  of  1812,  and  the  Mex- 
ican War,  and  gifts  to  various  railroads  and  to  agricultural 
colleges.' 

Two  contrary  movements,  tending  to  reduce  population 
in  the  West,  must  not  be  overlooked, — a  further  migration 
to  the  newly  opened  mines  west  of  the  Missouri  River  tod 
the  formation  of  armies.  In  every  year  of  the  war  there 
was  overland  travel  across  the  plains  to  Colorado,  where 
gold  was  discovered  in  1858,  to  Nevada,  where  silver  was 
discovered  in  1860,  and  to  Idaho,  where  gold  was  discov- 
ered in  1863.  The  excitement  in  1863  and  1864  in  Iowa, 
Ifissouri,  and  Illinois,  over  the  discoveries  in  Idaho  may 
be  taken  as  typical.  Maps,  suggested  routes,  and  descrip- 
tive articles  aboimded  in  the  newspapers  of  St.  Louis,  Chi- 
cago, and  other  cities;  and,  when  the  spring  of  1864  opened, 
hundreds  of  prairie  schooners  started  overland  westward 
and  scores  of  boats  ascended  the  Missouri  River.    On  a 

*  See  the  Annual  Reports  of  the  Commiflrionera  of  Sohool  and  Univenity  Lands, 
Wisconsin,  1861-65;  also  the  Report  of  the  Auditor  of  the  State  of  Hinnesota  for 
1866.  Moaung's  St.  PauI  Directory  for  1866  shows  that  in  1861  326,749  acres  of 
public  lands  were  taken  up  in  Minnesota  in  various  ways,  109,526  acres  in  1862, 
808,669  acres  in  1868,  676,284  acne  in  1864,  794,425  acres  in  1865. 

>8ee  the  Annual  Reports  of  tlie  Commissioner  of  the  General  Land  Office, 
1861-65,  for  the  govetament  sales  and  gifts. 
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single  day  in  the  early  summer  420  wagons  were  observed 
to  cross  the  Ifissouri  River  at  four  different  points  in  Ne- 
braska. This  represented  2,000  people.  In  a  letter  from 
Denver  the  readers  of  the  Boston  Journal  were  informed 
that  10|000  people  were  on  the  road  between  the  Missouri 
River  and  Denver,  all  boimd  for  Idaho.  A  certain  judge, 
joume3ring  from  Fort  Kearney  to  St.  Joseph,  declared  t^t 
on  no  day  was  he  out  of  sight  of  wagons,  on  one  day  he 
met  400  wagons.^  It  was  certainly  a  strong  movement,  bu^ 
there  were  special  reasons  for  it  aside  from  the  gold  fever: 
first,  the  disturbed  conditions  in  Missouri,  torn  as  the  State 
was  by  the  fierce  struggles  of  radicals  and  conservatives, 
and  harassed  by  bushwhackers;  and,  second,  the  ap- 
proach of  the  draft.  It  is  significant  that  the  Governor  of 
Iowa  assumed  by  proclamation  to  prohibit  any  leaving  that 
State  imtil  after  the  draft.  The  rush  to  Colorado  and  Ne- 
vada earlier  was  similar.  In  1860,  one  year  after  the  exdte- 
ment  in  Colorado  began,  the  census  takers  found  32,227 
people  in  the  Territory.  Her  estimated  population  in  1864 
was  75,000.  Nothing  accurate  measures  the  migration  to 
Nevada,  although  it  was  roughly  estimated  that  30,000  went 
there  in  1861.  Thus  through  the  war  there  was  a  continued 
migration  away  from  the  leading  farming  sections. 

All  the  States  and  Territories  we  are  considering  furnished 
men  for  the  armies.  Up  to  December  1,  1864,  Illinois 
raised  197,000  soldiers,  Iowa  70,000  up  to  December  31, 
1864,  Wisconsin  75,000  up  to  December  31, 1864. 

And  yet,  despite  this  drain  of  men,  the  West  grew.  Sta- 
tistics of  population,  immigration,  and  the  sale  of  new  lands 
furnish  a  body  of  evidence  that  cannot  be  gainsaid.  They 
show  the  arrival  of  new  people,  the  making  of  new  farms, 
a  continued  progress  in  Western  agriculture  while  war  was 
raging  in  the  South.    It  was  the  new  settlers,  aided  in  part 

1  The  ahippins  oolvmiu  of  the  St.  Lome  papers  are  the  basis  of  the  statement 
as  to  steamers  on  the  Bfissomi.  For  the  overland  movement  see  the  Chieato 
Tribune,  June  17,  1864;  the  Boston  Journal,  June  17,  1864;  and  the  DaUy  M%9- 
Mauri  Bep%Miean,  June  10,  1864.  The  reoord  of  wagons  across  the  river  in  Ne- 
braska was:  at  Omaha,  166  wagons;  Nebraska  Qty,  181;P*latt8mouth,  90;  Brown* 
vine,  46.-422  in  aU. 
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by  labor-eaving  machinery,  who  reaped  the  usual  crops  and 
the  annual  increase  thereto,  and  clinched  the  prosperity 
of  the  West. 

A  further  illustration  of  the  growth  of  the  West  is 
to  be  seen  in  the  sway  of  the  Western  markets  over  the 
rival  commercial  cities  of  the  East.  The  chief  aim  of  the 
seaboard  cities,  in  their  attempts  to  extend  their  trade,  was 
to  secure  improved  transportation  facilities  westward. 
New  York,  by  the  construction  of  the  Atlantic  &  Great  West- 
em  Railroad,  secured  new  connections  with  the  lake  route 
at  Cleveland,  and  also  with  Cincinnati  and  the  South- 
west. In  a  great  ship  canal  convention,  attended  by  two 
thousand  people  and  presided  over  by  the  Vice-President 
of  the  United  States,  New  York  joined  her  interests  with 
Chicago  in  memorializing  Congress  to  improve,  for  military 
and  commercial  reasons,  the  Illinois  and  New  York  canals. 
This  she  was  led  to  do  by  Chicago's  threat  to  send  her 
grain  seaward  over  the  Canadian  and  St.  Lawrence  route. 
Philadelphia  completed  a  new  railroad  to  Erie,  to  com- 
pete with  the  new  Atlantic  &  Great  Western,  and,  in  oppo- 
sition to  the  Chicago-New  York  canal  schemes,  favored 
the  improvement  of  the  Ohio  River.  She  also  secured  new 
connections  with  Cincinnati  and  Chicago.  Boston,  with 
only  one  road  to  the  West,  endeavored  to  divert  the  terminus 
of  the  Grand  Trunk  from  Portland  to  herself,  to  tap  ihat 
road  at  Ogdensburg,  New  York,  to  divert  the  Erie  Canal 
traffic  at  Albany  by  completing  the  Hoosac  Tunnel,  and  to 
build  a  new  road  to  the  terminus  of  the  Erie  at  Newburgh, 
New  York.  The  obvious  explanation  of  the  great  public 
interest  in  these  and  similar  transportation  projects  is  that 
the  West  appealed  to  all  as  a  valuable  market.  There  was, 
of  course,  the  desire  to  find  a  new  market  to  take  the  place 
of  the  lost  Southern  trade,  but  in  this  search  the  transpor- 
tation lines  would  not  have  been  so  eager  as  they  were  to 
reach  out  to  the  West  if  the  West  had  not  been  prosperous.* 

^  Hub  phase  of  the  subject  can  be  treated  in  only  the  very  briefest  form.  It 
would  be  a  lame  task  to  develop  it  and  to  give  ail  the  references.  The  interest  of 
the  eommeroial  world  in  the  Western  trade  and  in  transportation  westward  was 
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To  this  survey  there  is  but  one  possible  conclusion.  In 
the  middle  and  last  part  of  the  war  Western  farmers  en- 
joyed vigorous  prosperity;  there  was  steady  progress  in  the 
size  of  the  crops,  in  the  extent  of  the  cultivated  area,  and 
in  population;  profits  were  normal  in  the  middle  of  the  strug- 
gle, and  in  the  last  part  of  it  extraordinarily  high.  The 
Westerners  themselves  claimed  prosperity  for  their  section, 
and  the  business  interests  of  the  East,  in  their  endeavors 
to  expand,  recorded  their  belief  in  the  same  prosperity.^ 

Emerson  D.  Fits. 

HaBVARD   UmVXRSITT. 

>  Gnat  endit  miut  be  given  to  the  natioiuJ  coveniment  for  ita  wise  and  far- 
ambag  legirieticm  in  f*Tor  of  Western  interests.  In  1802  the  Department  of  Acri- 
enlture  was  taken  away  from  the  jurisdietion  of  the  Patent  Office,  where  it  was 
pinched  and  inefficient,  and  set  up  as  an  independent  bureau.  Tliere  were  the 
Homestead  Aet  and  the  Asneultural  Land  Grand  Act,  and  an  act  in  eneonrasa- 
msnt  of  immicration.  Colorado,  Ariaona,  Dakota,  Nevada,  Idaho,  and  Montana 
wef«  organised  as  Territories,  and  Kansai  and  Nevada  were  set  up  as  StaCea.  Col- 
orado and  Nebraska  refused  statehood.  Rieh  covamment  subsidies  were  guar- 
anteed  to  the  Union  Pacific  Railroad,  with  its  branches  in  Kansas  and  Nebraaka, 
and  also  to  the  Northern  Pacifio.  In  everj  year  of  the  war  anned  fbreea  cava 
protection  from  the  Indians. 

Mitchell,  Hutory  €f  the  Ormnbaeke,  p.  388,  says,  *It  is  safe  to  eondude  from 
these  figures  that  the  farmers  of  the  loyal  States  were  among  the  unfortunate  pro- 
dueen  wImms  products  rose  in  price  less  than  the  maiority  of  other  artieleB,  aad 
that  from  this  standpoint  they  were  losers  rather  than  gainers  by  the  paper  eor- 
reney."  **lt  seems  very  doubtful  whether  farmers,  as  a  whole,  did  not  loee  mora 
than  they  gained  because  of  the  price  disturbances."  This  view  is  based  on  a  atudy 
Off  but  a  single  factor,  and  certainly  must  be  changed  by  study  of  the  oibar 
factors  bearing  on  the  situation. 
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THE  FRENCH  METHOD  OF  CONTROLLING  RAIL- 
WAY RATES. 

The  railway  policy  of  France  is  based  on  the  view  that 
railways  should  be  exploited,  not  by  the  State,  but  by 
strong  independent  companies  under  strict  government 
control.  National  purchase  has  again  and  again  been  con- 
sidered, but  has  always  been  rejected.  When  last  it  was 
proposed  in  the  French  Parliament  that  the  State  should 
buy  out  four  of  the  large  railway  companies,  one  hundred 
Chambers  of  Commerce  voted  against,  and  one  only  for,  the 
proposal.  While  the  companies  are  encouraged  to  earn 
large  profits,^  they  are  never  allowed  to  compete  with  one 
another,  or  to  invade  one  another's  territory,  and  their  ar- 
rangements for  sharing  traffic  or  earnings  constantly  receive 
official  sanction.  The  State  has  refrained  from  dictating 
their  tariffs,  and  confined  itself  to  exercising  a  veto  over 
those  which  they  propose.  Under  the  Railway  Conven- 
tions of  1883,  as  under  those  of  1859,  the  government  has 
no  power  either  to  fix  or  to  alter  rates.  The  proposal  of 
a  rate  must  emanate  from  one  of  the  companies,  but  before 
taking  effect  it  has  to  be  approved  by  the  Minister  of  Public 
Works. 

The  official  machinery  by  which  this  control  over  rates 
is  exercised  consists  of  three  parts:  a  salaried  corps  of  ex- 
pert officials  for  gathering  information;  a  large  non-salaried 
committee  made  up  of  high  officials,  members  of  the  legis- 
lature, and  representatives  of  the  business  community,  to 
give  advice  based  on  that  information;  and,  lastly,  the  Min- 
ister who  acts  on  that  advice. 

1 M.  Pelleton,  in  his  report  of  May  12. 1889,  pointed  out  that  Freneh  raihrsj 
shares  paid  from  10  to  24  per  cent,  of  their  original  cost;  sinee  then  there  hare 
been  some  inereases  in  dividends. 
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The  permanent  officials  who  investigate  and  report  on  all 
questions  concerning  rates  number  68,  and  cost  the  State 
400,000  francs  a  year;  that  is,  10  francs  for  each  kilometre 
of  railway  at  present  in  operation.^    Of  this  amount  258,500 
francs  represent  the  salaries  of  the  chief  experts,  32  in  num- 
ber.*   At  their  head,  receiving  20,200  francs  a  year,  is  the 
Director  of  Conmiercial  Supervision  {Diredeur  du  Conirdle 
Commercial),  who  studies  the  tariffs  and  commercial  work- 
ings of  all  the  French  companies.     Under  his  orders  are  the 
General  Supervisors  of  Conmiercial  Exploitation  (CorUrd- 
leurs  GifUraux  de  VExploilation  Cammerdale),  each  of  whom 
has  similar  duties  in  respect  to  a  single  railway,  receives 
11,400  francs  a  year,  and  is  assisted  in  his  work  by  one 
Principal  Inspector  and  several  Special  Inspectors.    To  each 
railway  is  assigned  one  Principal  Inspector  (Inspedeur  Prin- 
cipal) of  Commercial   Exploitation,  receiving  8,000  francs 
a  year,  and  from  three  to  five  Special  Inspectors  (Inspec- 
ieurs  Particidiers),  each  of  whom  receives  from  6,500  to 
5,500  francs  a  year.    These  inspectors  are  all  under  the 
orders  of  the  General  Supervisor  in  charge  of  that  particular 
railway. 

There  is  at  the  Ministry  of  Public  Works  a  bureau  of 
Railway  Direction,  one  of  the  divisions  of  which  investi- 
gates tariffs  and  charges,  and  the  head  of  which  is  known 
as  the  Director  of  Railways  {Diredeur  des  Chemins  de  Per). 
This  high  official  acts  as  counsellor  to  the  Minister  on  all 
points  connected  with  railway  administration. 

But  the  Minister's  chief  adviser  is  the  Consultative  Com- 
mittee of  Railways  (Comili  Consrdtaiif  dee  Chemins  de  Per) 
over  which  he  presides,  and  which  examines  questions  of 
rates  as  well  as  all  others  affecting  the  relations  between 
the  railway  companies  and  the  State.  The  organization 
of  this  Conunittee  has  been  several  times  changed.  In  its 
present  form,  which  dates  from  1898,  it  has  100  unpaid 

>The  40,000  kilometrea  **of  general  interest"  ere  alone  to  be  counted,  einoe 
tariffs  of  loeal  lines  ere,  as  a  rule,  passed  upon  by  the  prefects  of  the  several  depart- 
ments. 

>  M.  Sibille's  Report  on  Budget  of  1905  (Ch.  dm  Dipuii9,  No.  1962).  pp.  14S, 
183. 
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members,  10  ex  officio  and  90  appointed  for  two  years  by 
the  President  of  the  Republic.  The  present  membership 
consists  of  36  government  officials  (6  ex  officio),  34  members 
of  the  legislature  (4  ex  officio),  and  30  men  holding  no  polit- 
ical office.  A  combination  is  thus  secured  of  administra- 
tive, legislative,  and  general  opinion. 

Among  the  officials  are  the  Director-general  of  Customs, 
a  brigadier-general  on  the  General  Staff,  the  Directors  of 
Forests,  of  Agriculture,  of  Conmrerce,  and  of  Labor,  the 
Director  of  Roads,  Navigation  and  Mines,  the  Director  of 
Commercial  Supervision,  the  Director  of  Railwa3rs,  and  five 
other  members  of  the  Council  of  State.  Among  these  last 
is  M.  Picard,  well  known  as  the  author  of  the  two  principal 
works  on  French  railways,  who,  as  vice-chairman,  presides 
over  the  Committee  in  the  absence  of  the  Minister;  while 
M.  Colson,  another  member,  is  almost  equally  well  known 
for  his  book.  Transports  et  Tarifs,  and  for  the  articles  on 
Transportation  which  he  contributes  to  the  Revrie  Politique 
et  Parlementaire.  Both  these  officials  have  heretofore  filled 
the  post  of  Director  of  Railwa3rs. 

Among  the  Deputies  MM.  Baudin,  Barthou,  Bourrat,  and 
Sibille,  and  among  the  Senators  M.  Waddington,  are  specially 
conversant  with  railway  problems,  the  first  two  being  ex- 
Ministers  of  Public  Works,  and  the  three  others  having 
written  elaborate  reports  on  various  railway  questions. 

In  the  general  group  we  find  twelve  presidents  or  mem- 
bers of  Chambers  of  Commerce  (Paris,  Lille,  HAvre,  Lyons, 
Bordeaux,  and  Marseilles  being  among  the  cities  repre- 
sented), six  presidents  or  members  of  national  Agricultural 
Societies,  two  workingmen,  the  Governor  of  the  Bank  of 
France,  seven  business  men  or  civil  engineers,  two  of  whom 
represent  internal  navigation,  one  judge,  and  one  repre- 
sentative of  the  International  Railway  Congress.  This 
last  member,  M.  Griolet,  is  also  vice-chairman  of  the  Rail- 
way du  Nord,  and  is  the  only  railway  official  belonging 
to  the  Consultative  Conmiittee.* 

>  For  further  pwtiouUn  tee  J.  De  la  Ruelle,  CmUrdU  dm  CheminM  ds  Fm 
(Pftris,  1903),  p.  218,  and  for  the  nmmes  of  present  members  eee  Annwiim  du  Min. 
dm  Trwmax  PvHie;  1006,  p.  34. 
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General  meetings  of  the  Committee  are  seldom  held,  most 
of  its  business  being  transacted  by  its  "permanent  section," 
a  sub-committee  of  40  members  (4  ex  offiei0,  36  annually 
chosen  by  the  Minister),  which  meets  at  least  once  a  week. 
This  "section"  comprises  twelve  Senators  and  Deputies,  six 
representatives  of  commerce,  industry,  and  agricuHuie, 
three  civil  engineers,  two  workingmen,  and  the  member  of 
the  Railway  Congress,  besides  sixteen  of  the  government  offi- 
cials. Matters  of  importance  may  be  referred  to  the  whole 
Consultative  Committee  by  the  Minister,  or  by  the  Vice- 
President  either  on  his  own  initiative  or  upon  the  request 
of  five  members  of  the  "section." 

When  a  company  wishes  to  introduce  a  new  rate  or  to 
change  an  old  one,  the  regular  procedure  is  the  following. 
The  text  of  the  proposed  rate  must  be  posted  up  or  other- 
wise advertised  in  the  company's  stations,  and  sent  to  the 
Minister  of  Public  Works,  to  the  Director  of  Commercial 
Supervision,  to  the  Prefects  of  departments,  and  to  the 
Chambers  of  Commerce  of  districts  affected  by  .the  rate. 
The  Chambers  of  Commerce  and  the  Prefects  are  expected 
to  forward  to  the  Minister  in  writing  any  protests  or  com- 
ments which  they  may  wish  to  make. 

The  proposal  is  then  carefully  examined  by  the  General 
Supervisor  of  Commercial  Exploitation  in  charge  of  the  rail- 
way proposing  the  rate,  whose  duty  it  is  to  report  thereon. 
In  this  taak  he  is  assisted  by  the  Principal  Inspector  and 
the  several  Special  Inspectors  of  the  railway  in  question. 
These  officials  are  instructed  personally  to  inform  them- 
selves as  to  the  needs  of  trade  and  the  views  and  wishes  of 
business  men.  Having  done  so,  they  prepare  a  written  re- 
port, which  must  embody  "a  thorough  discussion  of  the 
prices  proposed,  and  a  comparison  between  them  and  other 
tariffs  in  force  on  the  French  railways  at  the  various  ship- 
ping points  with  which  this  traffic  competes."*  The  report 
is  submitted  to  the  Director  of  Commercial  Supervision, 
who  transmits  it  with  or  without  revision  to  the  Minister 
of  Public  Works.    As  soon  as  these  documents  reach  the 

1  MiniBtmal  Oroular  of  July  16,  1880. 
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Minister  he  lajrs  them  before  the  Consultative  Committee. 
If  this  Committee  makes  a  favorable  report,  the  Minister 
approves  the  rate,  and  it  usually  goes  into  effect  within 
fifteen  (la3rB  from  that  date.  Thus  on  March  25,  1904,  a 
proposed  addition  to  one  of  the  special  tariffs  of  the  Railway 
de  rOuest  was  duly  advertised.  It  was  officially  approved 
on  the  11th,  and  took  effect  on  the  26th  of  April,  1904.^ 
No  rate  can  become  operative  until  one  month  after  haying 
been  advertised.  In  order  to  keep  the  public  fully  in- 
formed, the  text  of  the  proposal  and  that  of  the  ministerial 
approval  are  published  in  the  Journal  Officid, 

The  ministerial  sanction  given  to  any  rate  may  be  with- 
drawn at  any  time,  and.  in  accepting  a  rate  proposed,  the 
Minister  may  attach  to  his  approval  certain  conditions  to 
which  the  company  must  assent  before  the  rate  can  take 
effect.  A  passenger  rate  cannot  be  increased  till  it  has  been 
in  force  three  months,  nor  a  freight  rate  till  it  has  been  in 
force  one  year. 

The  interval  between  the  proposal  and  the  approval  of 
a  rate,  which  is  normally  one  month,  is  sometimes  a  great 
deal  longer.  Should  it,  however,  be  necessary  to  put  a  rate 
into  inmiediate  effect,  the  Minister  often  grants  a  provi- 
sional "homologation,"  whereby  the  rate  becomes  at  once 
aviulable  pending  its  formal  consideration  and  approval. 

The  French  tariffs  that  have  been  thus  approved  are  pub- 
lished in  the  two  large  folio  volumes  of  the  RecueU  Chaix, 
a  revised  edition  of  which  is  issued  quarterly.  The  edition 
bearing  date  July,  1905,  but  not  actually  issued  till  last 
September,  has  1,712  pages  in  the  volume  containing  the 
tariffs  for  slow  freight,  and  980  pages  in  that  containing  the 
rates  for  fast  freight  and  passengers.  These  manuals  would 
be  less  bulky  if  they  embodied  only  the  tariffs  of  the  large 
companies,  but  they  also  include  the  rates  of  all  the  light 
railways,  narrow-gauge  lines,  and  tramways  throughout 
France.  In  the  intervals  between  the  editions  of  this  work 
newly  approved  rates  are  published  in  a  special  weekly 
bulletin,  as  well  as  in  the  Journal  Officiel.    Thus  the  author- 

^  Journal  OfficM,  April  3  And  25,  1004. 
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ized  railway  tariffs  are  at  all  times  readily  accessible  to  the 
French  public. 

Since  the  French  regard  railway  tarification  from  a  com- 
mercial standpoint,  their  tariffs,  like  those  of  England  and 
the  United  States,  are  based  on  the  so-called  "value"  33^8- 
tem,  which  consists  in  charging  such  rates  as  the  traffic  will 
bear.  Their  system  of  classification  would  take  too  long 
to  explain.  Suffice  it  to  say  that,  in  compliance  with  the 
demands  made  by  the  government  in  1879,  the  classification 
and  description  of  freight  was  made  imiform  on  all  the 
French  railways  by  their  reformed  tariffs  approved  between 
August,  1884,  and  December,  1890.  At  the  same  time  the 
number  of  reduced  tariffs  and  special  rates  was  much  cut 
down,  and  the  RecueU  Chaix  considerably  simplified.  Since 
those  reforms,  however,  the  large  family  of  special  rates 
has  continued  to  multiply,  under  the  pressure  of  conmier- 
cial  needs,  though  the  Consultative  Committee  is  on  prin- 
ciple opposed  to  them,  and  seeks,  whenever  possible,  to  pro- 
cure in  their  stead  reduced  kilometric  scales  of  rates  drawn 
up  on  the  Belgian  differential  plan,  and  applicable  in  any 
direction  and  on  any  line  of  the  given  railway. 

In  sanctioning  a  special  rate,  the  Conmiittee  almost  always 
insists,  as  a  condition  of  approval,  that  intermediate  sta- 
tions shall  also  be  entitled  to  it,  and  that  a  special  rate, 
say  from  Toulouse  to  Orleans,  shall  be  enjoyed  as  far  as 
Orleans  by  goods  shipped  from  Toulouse  to  points  beyond 
Orleans. 

The  Minister  of  Public  Works  having  no  power  to  fix 
rates,  the  principal  function  of  the  Consultative  Commit- 
tee is  to  check  unjust,  discriminating,  or  capricious  tarifica- 
tion, and  thus  by  degrees  to  produce  throughout  France 
an  equitable  system  of  rates.  It  often  suggests  to  the  com- 
panies what  changes  it  deems  desirable,  and,  though  it  can 
only  suggest,  yet  the  possession  of  its  veto  often  enables  it, 
when  granting  one  of  the  companies'  requests,  to  gain  its 
own  point  as  a  quid  pro  quo.  This  influence  is  all  the 
stronger  because  the  authority  vested  in  the  Minister,  and 
through  him  in  the  Consultative  Committee,  covers  not  only 
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the  commercial  (i.e.,  rate-making),  but  also  the  technical 
and  financial^  sides  of  railway  administration.' 

The  Committee  always  declines  to  indorse  any  special 
rate  savoring  of  undue  preference  or  discrimination;  for 
instance,  a  rate  in  favor  of  goods  produced  by  a  particular 
factory  or  of  materials  ordered  by  a  particular  contractor. 
It  also  rejects  any  rate  calculated  to  draw  away  traffic  from 
any  other  French  railway  or  to  ruin  the  business  of  coast- 
ing steamers  or  canal  boats.  Thus  in  April,  1899,  a  special 
rate  of  15  francs  on  mineral  waters  shipped  to  Paris  was 
requested  by  the  P.-L.-M.  Company.  This  rate  was  ap- 
proved in  April,  1900,  but,  the  canal  men  of  Roanne  having 
pointed  out  that  it  was  ruining  them,  the  approval  was 
withdrawn  on  August  24,  1901. 

The  Committee  endeavors  to  adjust  the  tarifiFs  enjoyed 
by  competing  industrial  centres  in  such  a  way  as  to  secure 
to  each  the  natural  advantages  of  its  location.  If,  how- 
ever, a  particular  place  or  industry  has  long  had  the  benefit 
of  certain  special  rates,  and  has  thus  acquired  a  qiuisi- 
vested  right  to  them,  the  Committee  will  not  allow  them 
to  be  abolished  without  stipulating  that  they  shall  be  re- 
established, ''if  within  a  year  their  disappearance  gives  rise 
to  well-founded  complaints." 

A  good  illustration  of  the  manner  in  which  the  Committee 
may  obtain  concessions  from  the  companies  is  furnished  by 
the  negotiations  leading  up  to  the  approval  on  October  27, 
1900,  of  the  new  tariff  of  Accessory  Charges  {Frais  Acces- 
soires).  The  companies  had  for  twenty-five  years  been 
urging  that  the  registration  fee  for  luggage  should  be  raised 
to  15  centimes,  while  the  Committee  still  insisted  on  main- 
taining it  at  10  centimes.  The  Committee  also  wished  that 
the  companies  should  guarantee  to  the  consignor  of  freight 
using  the  lines  of  several  companies  the  route  offering  the 

*  e,g..  No  raihray  oompftny  can  iaeue  bonds  without  the  assent  of  the  Consulta- 
tive Committee  and  of  the  Bfinister. 

'  *'It  is  eleaxly  to  the  companies'  interest  not  to  offend  an  authority  on  whieh 
they  are  in  so  many  ways  dependent.  A  different  ssrstem  of  administration,  inter- 
ferinc  only  in  oommeroial  matters,  would  be  far  from  havinc  the  same  influenee." 
Colson,  TVoAsports  §t  Tarif$,  1898,  p.  350. 
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cheapest  combination  of  rates,  even  when  not  demanded 
by  him,  as  they  had  been  doing  since  1883  for  the  consignor 
of  freight  using  the  lines  of  a  single  company.  Hie  com- 
panies, on  the  other  hand,  had  been  anxious  to  suppress 
certain  special  rates  affecting  about  1,350  kinds  (rf  freight. 
The  matter  was  settled  by  a  compromise,  in  which  the  com- 
panies waived  their  claim  for  the  15-centime  registration 
fee,  and  consented  to  guarantee  the  cheapest  route  in  the 
manner  mentioned,  while  the  Committee  advised  the  Ifin- 
ister  to  sanction  the  suppression  of  the  special  rates  on  the 
ground  that  they  were  practically  obsolete.^ 

In  Algeria  and  in  the  Regency  of  Tunis  the  service  (rf 
commercial  supervision  has  been  organised  in  a  manner 
practically  identical  with  that  above  described,  and  pro- 
posals of  rates  are  referred  either  to  the  Minister  of  Public 
Works  in  Paris  or  to  the  Resident-general  in  Tunis.  This 
latter  personage  is  assisted  by  a  consultative  committee  of 
eight  or  ten  members  most  of  whom  are  officials  connected 
with  the  administration  of  the  Regency. 

W.  H.  BUCKLEB. 

Johns  Hopums  XJNivKRsrrT. 

>ilfr^Ai27Oet.l«)0.    Im|»r.  Nat.,  1008. 
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THE  BRITISH  INCOME  TAX  IN  RECENT  YEABS. 

The  recent  reports  of  the  British  Commissioners  of 
Inland  Revenue^  present  figures  as  to  the  ine<Hne  tax  for 
an  unusually  interesting  period.  During  the  years  1892- 
1904  the  tax  was  subjected  to  two  severe  tests,  the  first 
being  the  depression  of  the  early  '90%  and  the  second 
the  heavy  increase  of  the  rate  during  the  Boer  War.'  The 
data  of  these  reports  serve  to  confirm  the  claim  that  this 
tax  is  so  well  administered  that  it  responds  quickly  to 
changes  in  national  prosperity,  but  is  not  sensitive  to  the 
rate  at  which  it  is  levied,*  therein  contrasting  with  ineffi- 
ciently administered  taxes,  for  which  any  considerable  in- 
crease in  rate  induces  evasion  and  decline  in  yield. 

Hie  income  tax  has  been  imposed  continuously  in  Great 
Britain  since  1842.  For  the  first  twelve  years  the  rate  was 
7d.  in  the  pound.  In  1854,  however,  the  rate  was  suddenly 
doubled  on  account  of  the  Crimean  War,  and  in  the  two 
foflowing  years  the  rate  was  16d.  The  elasticity  of  the 
tax  was  well  shown  at  this  time.  No  serious  leaks  were 
discovered  in  the  assessment,  and  in  the  weakest  part, 
Schedule  D,  where  alone  declaration  of  the  tax-payer  is 
employed,  the  decrease  in  gross  assessment  was  only  1.8 
per  cent,  the  first  year,  and  3.3  per  cent,  the  second  year  of 

1  Forty-axth  Report,  1903;  Forty-fleventh  Report,  1904.  The  figures  giTen 
below,  imleee  otherwise  stated,  have  been  copied  or  derived  from  these  reports  sad 
(for  IWMMM)  the  Statisaesl  AbstrMt  of  the  United  Kingdom,  1904. 

*The  extraordinary  burdens  of  the  war  may  be  Judged  from  the  following 
table  of  imperial  army  and  ordnance  expenditures,  beginning  and  ending  in  a 
period  ot  peaoe: — 

MiUiont 

1897-08 19.3 

1898-99 20.0 

1899-1900 43.6 

1900-01 91.6 

1901-02 92.8 

1902-03 69.1 

1903-04 36.5 

1904-06 29.2 

(SUtisUeal  Abstract,  1904). 
The  hnmediate  eTpenses  of  the  war  amounted  to  217  million  pounds  (1899-1903.) 
Of  this  sum,  142  millions  were  added  to  the  national  debt,  while  eustoms  and  ex- 
cise contributed  36  millions,  and  the  income  tax  40  millions,  in  excess  of  what  they 
would  have  yielded  on  the  peace  basis  of  1898-99. 

*  See  Hill's  Income  Tax  (American  Economic  Association  Studies,  1889),  p.  881. 
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the  war,  while  in  the  last  year  there  was  an  increase  of  1.1 
per  cent.  During  this  emergency  the  income  tax  provided 
more  than  a  sixth  of  the  resources  of  the  government, — 10.9 
millions  out  of  64.1  millions  sterling.  From  the  close  of 
the  Crimean  War  to  the  opening  of  the  recent  Boer  War 
the  rate  has  varied  from  lOd.  to  2d,  The  only  considerable 
annual  decreases  in  gross  assessment  in  Schedule  D  pre- 
vious to  1892  were  due  to  the  financial  depressions  of 
1865-66,  1878-79,  and  1884-87,  and  to  the  large  increase 
of  exemption  in  1876.*  From  1864  to  1871  the  rate 
varied  from  4d.  to  6d.,  from  1872  to  1877  from  2d.  to  4d., 
and  from  the  latter  date  imtil  1901  it  ranged  from  5d.  to 
Sd.  From  1883  to  1893  it  was  regularly  at  6d.,  and  from 
1894  to  1900  at  8d.  But  rates,  whether  uniform  or  chang- 
ing, have  produced  no  traceable  effect  upon  the  amounts 
of  income  discovered. 

From  Table  I.,  below,  it  appears  that  since  1892  the  yield 
of  the  tax  as  a  whole  has  twice  failed  to  show  as  great  a 
percentage  of  increase  as  that  of  the  rate  of  the  duty.  The 
two  years  in  question  were  those  ending  April,  1894  and 
1895,  respectively;  and  these  years  represent  the  lowest 
ebb  of  the  industrial  depression.  The  greater  part  of  the 
difference  in  the  latter  year,  however,  was  due  to  the  con- 

TABLE  I. 


Ybab. 

Rate 

in 
pence. 

Income 
broucht 
under 
review. 
(Million 
£.) 

Taxable 
income. 
(MiUion 

Net 

produce. 

Yield 

of  the 

tax. 

(Million 

Annual 
inoreaae 

Annual 

increase 

%of 

rate. 

Yield  per 
penny 
of  tax. 
(000£ 

omitted). 

Annual 
differ^ 
enee  in 

yield  p«r 

£.) 

omitted). 

1892-93  .    . 

6 

679.5 

637.6 

13.4 

_ 

. 

2.240 

1893-94  .    . 

7 

673.7 

525.8 

15.3 

14.1 

16.6 

2.190 

—50 

1894-95*      . 

8 

657.1 

475.7 

15.9 

3.9 

14.0 

1980 

—210 

1895-96-     . 

8 

677.8 

488.0 

16.3 

2.5 

2.030 

50 

1896-97  .    . 

8 

704.7 

503.7 

16.8 

3.0 

— 

2.100 

70 

1897-98  .    . 

8 

734.5 

525.2 

17.5 

4.1 

•> 

2.190 

90 

1898-99*      . 

8 

762.7 

548.2 

18.3 

4.5 

— 

2,280 

90 

1899-1900  . 

8 

791.7 

564.9 

18.8 

2.7 

_ 

2.350 

70 

1900-01  .    . 

12 

833.4 

^.1 
607.6 

29.7 

58.0 

50.0 

2.480 

130 

1901-02  .    . 

14 

867.0 

35.4 

19.1 

16.6 

2.630 

50 

1902-03  .    . 

15 

879.6 

608.6 

38.0 

7.3 

7.1 

2.540 

10 

1903-04  .    . 

11 

902.8 

615.0 

28.2 

—25.8 

—26.6 

2.560 

20 

1  Consult  Hill's  Income  Tax.  pp.  378  ff.  and  the  fourth  table  in  the  appendix, 
s  Exemptions  increased. 
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siderable  increase  in  exemptions  and  abatements,  intro- 
duced at  the  time  that  another  penny  was  added  to  the  rate. 
During  the  five  following  years,  while  the  tax  remained  con- 
stant at  Sd,,  there  was  a  steady  annual  increase  in  the  yield. 
On  account  of  the  extraordinary  expenses  entailed  by  the 
Boer  War  the  rate  was  advanced,  first  to  1«.,  then  to  1«.  2d., 
and  finally  to  Is,  3d,,  or  more  than  double  the  rate  of  the 
tenth  preceding  year.  Fortunately,  the  need  for  additional 
revenue  came  at  a  favorable  time.  Although  in  a  single 
year  (1900-01)  the  rate  was  increased  50  per  cent.,  the 
yield  of  the  tax  more  than  met  all  reasonable  expectation, 
for  it  represented  a  68  per  cent,  increase  over  that  of  the 
previous  year.  Again,  in  the  following  year,  while  the  rate 
was  increased  by  a  sixth,  the  yield  increased  by  nearly  a 
fifth.  The  increase  of  rate  in  the  next  year  was  7.1  per 
cent.,  while  the  increase  of  yield  was  7.3  per  cent. 

Before  concluding,  however,  that  the  tax  rate  does  not 
affect  the  amount  of  income  discovered,  it  is  necessary  to 
study  the  figures  for  the  separate  schedules,  since  the  assess- 
ment for  any  pven  year  is  not  in  exact  correspondence 
with  the  income  of  that  year,  except  in  Schedules  C  and  E. 
The  figures  are: — 

TABLE  II. 


Years 

«odinc 
April. 


1803  . 
1W4. 
1805. 
1805. 
1807. 
1886  . 
1800. 
190O  . 

1801  . 

1802  . 
1808. 

1804  . 


Schedule  A. 


i 


eJS 


163.2 
166.1 
140.1 
140.7 
142.3 
143.1 
148.1 
140.0 
151.4 
152.2 
152.3 
156.2 


8- 

ll 

5S 


4.1 
4.8 
4.7 
4.7 
4.7 
4.8 
4.0 
5.0 
7.6 
8.0 
0.5 


I 

II 


30.4 
31.6 
20.4 
28.0 
28.2 
27.3 
27.0 
26.4 
25.5 
25.1 
25.0 


Schedule  B.       Schedule  C. 


i 


s 


1.3 
1.2 
1.1 
1.1 
1.0 
1.0 
0.0 
0.8 
0.8 
0.7 
0.7 


HC 


86.7 
37.1 
36.6 
36.4 
36.1 
36.0 
36.7 
36.2 
38.2 
40.8 
42.3 
40.3 


SCO 


! 

h 


o^a 


6.8 
7.0 
7.7 
7.4 
7.3 
6.8 
6.7 
6.4 
6.4 
6.7 
7.0 


Schedule  D. 


a 
8 

•S3 


204.1 
270.7 
260.0 
271.8 
284.4 
303.6 
318.6 
332.1 
354.0 
363.0 
361.4 
364.4 


8o 


7.4 

8.2 

8.7 

0.1 

0.5 

10.1 

10.6 

11.1 

17.7 

21.2 

22.6 


I 
3. 

11 


54.7 
53.2 
54.0 
55.7 
56.5 
57.8 
58.1 
58.8 
50.6 
50.7 
50.4 


Schedule  £. 


a 
8^ 

3.2 


36.8 
36.6 
32.5 
33.0 
35.8 
37.5 
30.0 
42.7 
45.8 
47.2 
48.3 
40.7 


S5S 
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Schedule  A. 
Under  Schedule  A  are  taxed  the  owners  of  real  estate. 
The  tax  is  first  paid  in  nearly  all  cases  by  the  occupiers,  but 
the  latter  are  authorized  to  deduct  the  tax  from  their  rent. 
Landlords  thus  contribute  about  a  fourth  of  the  total  yield. 
In  1893  they  contributed  more  than  30  per  cent.,  but  the 
proportion  to  the  total  has  declined,  principally  on  accoimt  of 
the  growth  of  business  profits.  There  has  been  no  absolute 
decrease  in  gross  income  from  rents,  w^Ue  the  variations  in 
the  income  that  was  taxable  have  been  due  to  actual  changes 
in  rental  values  or  to  authorised  revaluations.  There  has 
been  no  possibility  of  concealing  income  from  this  source 
in  order  to  avoid  the  increased  burden  of  taxation.  The 
only  actual  decrease  in  taxable  income  was  in  1894-95,  due 
to  the  introduction  of  allowance  for  repairs.  The  regular 
quinquennial  revaluations  outside  the  metropolis  resulted 
in  very  large  increases  in  1893-94  and  1903-04,  and  es- 
pecially in  1898-99.*  Of  the  other  years,  that  in  which 
the  increase  in  taxable  income  was  most  noteworthy  was 
1900-01,  the  year,  as  it  happens,  when  the  tax  rate  was 
raised  by  the  greatest  amount.  The  corresponding  figures 
for  gross  income  from  houses  show  even  more  distinctly 
the  influence  of  the  several  revaluations.  Income  from 
lands,  on  the  other  hand,  has  been  iminterruptedly  declin- 
ing.    These  facts  are  shown  by  the  following  table : — 


TABLE 

in. 

Assumed 

Qroes  prof- 

Anniud 
difference. 
(Million  £.) 

Qrofls  prof- 

profits from 

Annual 

Year  ending 
ApriL 

Rate. 

itA  from 
(MiSSn£.) 

its  from 

lands. 

(MiUion  £.) 

occupation  of 
lands  a  an- 
nual value). 

(MiilitMi  £.) 

difference. 
(Million  £.) 

1W8  .    .    . 

6 

145 

_ 

ST 

19.1 

1804  . 

7 

149.7 

4 

hlF 

56.2 

lS-6 

—.5* 

1895  . 

8 

151.7 

- 

-2.0 

55.8 

13.5 

—.1 

1896   . 

8 

154.5 

-2.8 

A5.4 

18.4 

—A 

1897   . 

8 

158.8 

^ 

-4.3* 

543 

1S.3 

—.1 

1898   . 

8 

161.9 

~ 

^.1 

53.9 

18.1 

—.2 

1899   . 

8 

170.2 

r- 

^,3? 

S3. 

17.4 

-7* 

1900   . 

8 

174.4 

- 

-4.2 

52.8 

17.3 

—.1 

1901    . 

12 

179.0 

- 

H-G 

62.6 

17.3 

1902  . 

14 

184.6 

- 

-5.6i 

52  J( 

17.3 

— 

1903  . 

15 

188.5 

- 

-3.9 

52.2 

17.2 

—J 

1904  .    .    . 

11 

198.0 

" 

^5» 

52.5 

^  There  were  similar  revaluations  in  the  metropolis  in  1896-07  and  1901-02. 
*  Revaluation  outside  the  metropolis.  >  Revaluation  in  the  metr(q>olia. 
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Schedule  B. 
As  profits  from  the  occupation  of  lands  are  assumed  to 
be  one-third  of  their  annual  value,  the  taxable  income  of 
farmers  has  been  declining.^  This  decline  (see  Table  II.) 
amounted  to  36  per  cent,  in  a  decade.  On  the  other  hand 
(see  Table  III.),  farm^*8'  assumed  gross  profits  declined 
only  10  per  cent.,  for  there  was  an  increase  in  deductions 
allowed. 

Schedule  C. 
In  Table  IV.  will  be  found  the  assessed  income  from  gov- 
ernmental securities.  It  appears  that  there  was  no  decline 
in  the  assessment  when  the  rate  was  raised  in  1894.  In 
the  next  year,  when  the  rate  was  again  raised,  the  assess- 
ment did  fall  off;  but  the  entire  decrease  was  from  British 
securities,  taxed  by  stoppage.  The  decrease  in  the  assess- 
ment of  1896-97,  was  also  due  to  the  falling  off  of  income 
from  British  securities,  which  continued  to  decline  until 
1900-01,  when  it  suddenly  rose,  owing  to  war  loans.  From 
governmental  securities  taxed  by  deduction,  there  has  been 
a  steady  rise  in  income  from  India,  the  colonies,  and  Amer- 
ica; a  sudden  increase  from  Asia;  and  a  constant  income 
from  Africa  and  the  continent  of  Europe. 

TABLE  IV. 

AasBMBD  ntooioi  moM  aoTnumrr  •■ouBims. 
( JTOKoM  £.) 


Yev 

endinc 
April. 

British. 

Indimn. 

Ooloiual. 

EoropeMi. 

Afliatie. 

AfrioML 

Amorioan. 

Toial. 

1S08 

lft.2 

7.8 

_ 

_ 

_ 

38.3 

1894 

15.1 

7.9 

— . 

~ 

— 

— 

— . 

88.9 

1885 

14.7 

8.0 

10.6 

1.8 

.1 

.8 

2.8 

38.6 

1880 

14.1 

8.0 

10.7 

.3 

2.8 

38.6 

1887 

13.0 

8.1 

10.7 

.6 

3.1 

38.6 

1886 

13.2 

8.2 

10.8 

.7 

3.4 

38.6 

1889 

12.9 

8.3 

11.0 

1.0 

3.8 

89.4 

1900 

12.7 

8.3 

11.3 

1.2 

3.6 

89.4 

1901 

14.1 

8.0 

11.6 

1.3 

3.6 

41.4 

1902 

16.2 

8.9 

11.8 

1.3 

6 

3.9 

44.3 

1903 

17.1 

9.0 

12.4 

1.3 

6 

4.1 

46.1 

190i 

16.0 

8.7 

12.9 

44.9 

>  NuTMriae  and  market  gardens  in  this  schedule  are  assessed  by  different  rules. 
The  profits  from  these  sources  amounted  to  less  than  £30,000  in  1902-03. 


Digitized  by 


Google 


292  QUARTERLY  JOURNAL  OF  ECONOMICS 

Schedule  E. 
No  schedule  shows  as  large  and  as  constant  annual  in- 
crease as  does  that  one  which  embraces  salaries  of  govern- 
ment and  public  company  officials.  (See  Tables  II.  and 
V.)  Gross  income  imder  this  head  shows  far  greater  in- 
creases than  taxable  income,  largely  becaxise  public  com- 
panies have  been  rapidly  increasing;  and  many  of  their 
employees,  assessable  imder  this  schedule,  receive  salaries 
below  the  limit  of  exemption.  The  only  year  in  which  there 
was  a  decline  instead  of  a  large  increase  in  gross  income 
reviewed  in  this  schedule  was  1894-95,  when  business  was 
very  dull.  Bankers'  clearings  for  1894  (January  to  Decem- 
ber) showed  a  decrease  of  2.1  per  cent,  over  those  of  the 
previous  year,  and,  as  compared  with  those  of  1890,  a  de- 
crease of  18.7  per  cent.  Business  failures  (in  which  public 
companies  participated)  in  1892,  1893  and  1894  had  been 
unusually  numerous;  and  company  promotion  had  appre- 
ciably slackened  in  1891,  1892,  and  1893.^  Finally,  m 
1893-94,  figures  of  gross  income  included  salaries  of  those 
with  total  incomes  between  £150  and  £160,  while  those 
of  subsequent  years  excluded  such  salaries.  Hence,  al- 
though the  rate  in  1894-95  was  raised  a  penny,  there  is 
not  the  slightest  ground  for  attributing  the  decline  in  assess- 
ment to  this  fact. 

TABLE  V. 
Salabub  or  ooTKRicmirr,  oorpokation,  and  fublic   oompant    opficiala 

UNDKK    RBmW. 

iMiOwn  £.) 


1892-03  . 

.  .  51.6 

1806H>7  .  . 

.  66.4 

1900-01  .  . 

.  75.4 

.  .  62.6 

1897-98  .  . 

.  59.8 

1901-02  .  . 

.  79.2 

.  .  61.0 

1898-99  .  . 

.  66.3 

1902-08  .  . 

.  82.4 

1895-M  . 

.  .  63.3 

1899-1900  . 

.  70.1 

1903-04  .  . 

.  86.1 

It  appears,  therefore,  that  Schedules  A,  B,  C,  and  E  show 
no  sign  of  being  influenced  by  the  rate  of  the  tax,  while 
A,  B,  and  E  show  promptly  the  effect  of  changing  condi- 
tions of  prosperity.  Prosperity  or  depression  is  not  as 
accurately  reflected  in  Schedule  C,  but  in  this  case  corre- 
spondence is  not  to  be  expected.     In  times  of  depression, 

^SUtiBtieal   Abetnot,  1904;  TusAn-Baionovaki.  Handdakri»€n  in  England^ 
p.  160. 
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reliable  securities  abroad  are  apt  to  be  sought  for  the 
very  reason  that  business  at  home  does  not  tempt  invest- 
ment. 

Schedule  D. 
There  still  remains  for  examination  the  income  reviewed 
under  Schedule  D,  which  now  provides  about  60  per  cent, 
of  taxable  income  and  of  the  revenue  from  the  income  tax. 
It  represented  in  1903-04,  44  per  cent,  of  the  gross  income 
brought  under  review,  the  wide  difference  between  the  two 
percentages  being  due  to  the  fact  that  persons  and  firms 
whose  incomes  are  below  £160  are  not  required  to  declare 
their  incomes;  while  in  the  case  of  the  other  schedules,  and 
likewise  in  that  part  of  Schedule  D  which  appUes  to  com- 
panies, such  income  is  brought  under  review,  but  is  omitted 
from  taxable  income.  Schedule  D  covers,  in  general,  busi- 
ness profits.  But  the  variety  of  rules  employed  in  it,  re- 
quires a  more  detailed  analysis  than  any  of  the  other  sched- 
ules in  order  to  test  the  efficiency  of  the  tax.  It  will  suffice 
to  call  attention  to  the  following  rules  of  assessment: — 

(1)  Income  from  investments  abroad,  not  taxed  imder 
Schedule  C,  and  from  loans  secured  on  the  public  rates  is 
taxed  for  the  year  current. 

(2)  Railwa3rs,  gasworks,  ironworks,  waterworks,  canals, 
quarries,  markets,  tolls,  fishings,  shootings,  cemeteries, 
salt  springs,  and  alum  works  are  taxed  on  the  profits  of  the 
year  preceding. 

(3)  Ifines,  transferred  from  Schedule  A,  are  still  taxed 
on  the  basis  of  quinquennial  valuation. 

(4)  Other  profits,  including  salaries  not  taxed  under 
Schedule  £,  are  assessed  upon  the  average  income  of  the 
three  business  years  preceding  the  year  of  assessment.^ 

(1)  Interest  from  loans  secured  on  the  public  rates  calls  for 
Uttle  comment.  This  income  increased  every  year  of  the 
period,  as  local  indebtedness  is  growing,  and  there  is  no 
possibility  of  concealing  income  from  this  source. 

1  In  this  ftiudysis  three  unimportaot  groups  of  Schedule  D  ere  altogether 
omitted. 
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TABLE  VL 

Vmrwrnmn  fbom  ioajh  sboubbo  ow  Tn  rumuc  mxtam, 

iUmm^  £). 

1803-M 8.0       1807-06 64» 

180S-M 4.1        1806^00 6.S 

1804-05 5.0        1800-1000 5.0 

1805-Oe 5.1        1000-01 0X> 

1800-07 5.3        1001-03 0^ 

1002-OS 7.0 

The  ascertaining  of  income  arising  from  foreign  invest^ 
ments  not  taxed  under  Schedule  C  is  one  of  the  two  least 
perfect  parts  of  the  83rstem.  Income  from  abroad  can  be 
concealed  more  easily  than  any  other.  A  statute  of  1885, 
requiring  bankers,  coupon  dealers,  and  agents  entrusted 
with  the  payment  of  interest  and  dividends  to  deduct  on 
behalf  of  the  revenue,  resulted  immediately  in  a  22  p^ 
cent,  increase  in  the  assessment  upon  foreign  securities 
in  this  schedule.  It  is  generally  felt*  that  many  still  es- 
cape taxation  on  their  foreign  income  by  avoiding  ag^ts 
altogether,  but  how  much  is  lost  in  this  way  it  is  im- 
possible to  estimate  with  any  accuracy.  The  figures  in 
Table  VII.  tend  to  confirm,  though  they  do  not  con- 
vincingly prove,  the  justice  of  this  suspicion.  In  1893-94, 
when  there  was  an  increase  of  a  sixth  in  the  rate, 
there  was  a  decrease  of  assessment  upon  non-governmental 
foreign  securities  amounting  to  £700,000,  or  2.2  p^  cent. 
In  the  next  year,  with  an  increase  of  a  seventh  in  the  rate, 
there  was  a  decrease  of  £1,800,000,  or  5.7  p^  cent.  These 
are  perhaps  attributable  in  part  to  the  financial  depression 
of  those  years,  though  foreign  securities,  more  automatically 
taxed,  showed  no  such  decline.  But,  since  these  were  years 
of  dulness  in  most  other  countries,  not  much  stress  can  be 
laid  upon  this  difference.  Depression,  however,  cannot 
account  for  the  fact  that  there  was  a  decrease  of  £500,000, 
or  1.5  per  cent.,  in  this  branch  of  Schedule  Din  1900-01 
at  the  time  of  a  50  per  cent,  increase  in  the  rate,  for  this  was 
a  time  of  prosperity;  and  no  other  important  source  of  in- 
come showed  any  decrease  which  can  be  traced  to  this 
year.    The  decrease  in  the  case  of  foreign  securities,  to  be 

^  Unusual  inereMe  du*  to  a  mni^  larf»  ■MMini«ni  mbaequently  Taeated. 

>  Sm  Forty-«ixth  Report  of  the  CoouaiarioMn  of  Inland  RavvniM,  p.  178,  and 
Hm,  pp.  841.  842. 
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sure,  was  slight;  but  it  must  be  remembered  that  it  would 
be  difficult  to  conceal  in  a  single  year  income  which  had  been 
taxed  in  the  previous  year.  While,  therefore,  the  loss  was 
slight  in  this  instance,  it  indicates  the  possibility  of  larger 
permanent  concealments.  In  the  next  year,  however, 
when  the  rate  was  advanced  a  sixth,  the  showing  was  good; 
for  there  was  an  increase  in  assessment  of  £1,000,000,  or 
4.2  per  cent.  Although  it  thus  appears  that  there  is  con- 
siderable room  for  evasion  of  this  branch  of  the  tax,  it  is 
also  true  that  there  is  a  very  large  part  of  this  form  of  in- 
come that  cannot  escape  taxation,  or  can  be  made  to  do  so 
only  with  extreme  difficulty.  In  the  year  1902-03  the  total 
assessed  income  from  foreign  securities  other  than  govern- 
ment loans  amounted  to  34.9  millions.  Of  this  30.5  millions 
were  derived  from  agents,  bankers,  coupon  dealers,  and  pub- 
lic companies.  The  evasion  was  confined,  for  the  most 
part,  to  private  individuals  and  firms,  who  together  declared 
only  4.4  millions.  The  following  table  shows  the  results 
of  the  assessment  of  these  securities  for  a  period  of  years : — 

TABLE  VII. 

G0U>inAL  AND  FOBXION    BBCUBimS  (OTHXR    THAN    OOTnuniXMT)  AND    VOflMBS- 

noifs,  **  coupons/'  akd  bailwats  oot  op  ths  Unitbd  Kingdom  (othbk 

THAN  Indian  ouabantbbd  bailwats). 

(MtUion  £,) 


1803-M     . 

.    .    32. 

l89d-07  .    . 

.    31.5 

1900-01    .    . 

.    33.1 

180»-«4     . 

.    .    31.3 

1807-08  .    . 

.    31.3 

1901-02  .    . 

.    34.4 

ISM-M     . 

.    .    29.6 

1898-W  .    . 

.    33.2 

1902-08  .    . 

.    .    34.9 

1805-fid     . 

.    .    30.5 

1809-igOO  . 

.    33.6 

1903-04  .    . 

.    36.9 

(2),  (3).  Reported  earnings  from  railways  corresponded 
roughly  to  the  general  conditions  of  trade.  The  highest  as- 
sessment, 1900-01,  reflected  the  exceptional  prosperity  of 
the  previous  year.  Income  from  gasworks  declined  only  once 
before  1901.  The  earnings  of  ironworks  fell  as  the  result  of 
the  depression  of  '93,  and  remained  constant  for  several  years, 
but  since  the  revival  of  business  have  risen  rapidly.  Water- 
works and  quarries  show  gains  without  any  interruptions. 
Canal  earnings  fluctuated,  on  the  whole  declining.  Thus, 
in  all  the  industries  where  earnings  are  ascertained  from 
year  to  year,  the  fluctuations  have  been  entirely  inde- 
pendent of  the  rate  of  the  tax.    The  same  is  true  of  mining 
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where  the  profits  of  five  years  are  averaged.  In  these 
industries  there  is  little  possibility  of  concealing  profits, 
which,  with  the  exception  of  about  £5,500,000,  are  all 
earned  by  public  companies  or  local  authorities,  and 
hence  the  tax  is  collected  by  deduction. 


(Mmtm  £.) 


1803-03. 

1883-M. 

18M-M. 

1805-06. 

1806-W. 

1807-08. 

RMhruTB.   .   . 
QwmwAB     .   . 

36.3 
4.5 

35.8 
4.8 

34.4 
5.1 

86.5 
6.0 

37.5 
5.5 

30.7 
5.6 

Ironworks    .   . 

2.1 

1.8 

1.8 

1.0 

1.8 

2.6 

Watorworka     . 

3.7 

3.8 

3.0 

4.0 

4.0 

4.3 

CmnmlM 

3.5 

3.5 

3.3 

3.6 

3.4 

3.6 

asc;^: 

1.0 
1.7 

1.0 
1.7 

1.1 
1.7 

1.1 
1.7 

1.2 
1.8 

1.4 
1.0 

MiiM^  .... 

12.0 

12.3 

12.7 

12.8 

10.5 

0.1 

1808^00. 

1800-1000;  1000-01. 

1001-02. 

1002-03. 

SSSS  ::::::: 

Ironworks 

Waterworks 

Cbnals 

Qnairiea 

Marfceu  etc 

4ao 

5.6 
3.0 
4.5 
3.5 
1.5 
1.8 
8.0 

30.4 
6.1 
3.2 
4.6 
3.5 
1.6 
1.3» 
0.5 

4a7 
6.4 
5.4 

4.7 

a4 

1.7 

1.3 

12.0 

38.7 
5.0 
6.6 
4.7 
3.2 
1.6 
1.3 

17.6 

38.1 
5.5 
4.0 
4.8 
3.4 
1.5 
1.4 

20.3 

(4)  In  the  entire  scope  of  the  income  tax  there  are  only 
two  branches  in  which  there  is  room  for  serious  failure  in 
reaching  income  liable  for  the  tax.  The  case  of  foreign 
securities  in  Schedule  D  has  already  been  noted.  DiflScul- 
ties  of  another  sort  arise  in  connection  with  trades  and 
professions  exercised  within  the  United  ISngdom  by  single 
persons  or  by  firms  (unincorporated).  Here  it  is  impossi- 
ble to  conceal  all  income,  as  one  might  conceivably  do  with 
foreign  investments;  but  it  is  a  matter  of  less  diflBculty  to 
conceal  a  part  of  one's  earnings  from  business  pursuits. 
It  is  far  more  urgent  to  administer  the  tax  eflSciently  with 
respect  to  this  income  than  with  reference  to  that  drawn 

^Thase  ficnras  giTe  5-y«ar  arersces. 

>0srtain  aaseaamants  traasfcrrsd  to  Sehedule  A. 
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from  abroad,  since  the  sum  involved  is  many  times  larger. 
In  1902-03  the  income  assessed  to  persons  and  firms  and 
to  their  employees  was  202.2  millions.  Obviously,  this  sort 
of  income  presents  inevitable  difficulties  under  any  method 
of  assessment;  but  a  well-organized  and  zealous  adminis- 
tration can  reduce  the  possibility  of  evasion  to  a  very  low 
range  by  carefully  checking  the  declaration  of  the  tax- 
payer with  the  help  of  all  available  information.  To  secure 
this  result,  most  elaborate  provision  has  been  made,  and  with 
much  apparent  success.  Furthermore,  public  companies 
are  continually  superseding  private  persons  and  firms  in 
the  prosecution  of  trade  and  industry;  and  this  movement 
greatly  simplifies  the  work  of  the  revenue  agents.  Since 
1893  the  proportion  assessed  to  business  under  private 
management  has  fallen  from  73.2  per  cent,  to  55.3  per  cent, 
of  the  total.  Indeed,  private  profits,  so  far  as  discovered, 
were  higher  in  absolute  amount  in  1891-92  than  in  any 
subsequent  year  until  1899-1900,  and  fell  again  m  1902-03. 
On  the  other  hand,  profits  of  incorporated  companies  failed 
only  once  to  show  an  annual  increase;  and,  though  the  per- 
centage of  gain  was  not  large  until  1895-96,  in  each  of  five 
of  the  years  succeeding  the  gains  were  13  per  cent,  or  over. 

TABLE  IX. 

IlfOOlCK   UKDBB  ScHBDUUC   D   NOT  AaSKSSBD   ACGORDINO   TO   8PKCIAL  RXTLBS.' 


Yearendins 
April 

Total  grofls 

income. 
(MiUion  £.) 

Income 
asseseedto 

persons 
and  films. 
(MUUon  £.) 

Percent, 
of  total. 

Annual 
percent. 

of 
increase. 

Public 

companies 

and  local 

authorities. 

(BiilUon  £.) 

Annual 
percent. 

of 
increase. 

1802 

1893 

1804 

18W«     .... 

1806 

1807 

1808 

1800»     .... 

1000 

1001 

1002 

1003 

1004 

263.0 
261.6 
252.1 
238.6 
250.6 
271.1 
201.4 
304.3 
322.8 
347.0 
361.5 
365.1 
367.4 

193.6 
100.2 
184.7 
170.0 
173.2 
181.5 
188.1 
101.7 
195.1 
199.5 
205.4 
202.2 

73.3 
72.7 
73.2 
71.5 
69.1 
66.9 
64.5 
63.0 
60.4 
57.4 
56.8 
55.3 

—1.7 

—2.8 

—7.5 

1.3 

4.7 

3.6 

1.9 

1.7 

2.2 

2.9 

—1.5 

70.4 

71.4 

67.4 

67.7 

77.4 

89.6 

103.3 

112.6 

127.7 

147.5 

156.1 

162.9 

T4 
—5.6 

0.4 
14.3 
15.6 
15.2 

9.0 
13.4 
15.5 

5.8 

4.3 

iSee  Forty-fifth  Report.  Inland  Rev.  Com.,  p.  189. for  the  data  from  1892  to  1901 . 
The  ofiBoial  designation  of  this  group  is  now  "Buainese  not  otherwise  detailed.'' 
Before  1900  it  was  known  as  "Trades  and  professions." 

*  Ezemptioii  increased. 
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Inasmuch  as  the  encroachment  of  company  organisa- 
tion prevents  any  appreciable  increase  in  income  from  pri- 
vate trades  and  professions,  it  would  be  improper  to  com- 
pare these  fluctuations  either  with  changes  in  the  rate  of 
taxation  or  with  changes  in  commercial  prosperity.  But 
in  Table  X.  will  be  found  a  comparison  of  annual  increases 
of  the  combined  profits  assessed  to  persons,  firms,  puUie 
companies,  and  local  authorities,  with  corresponding  in- 
creases of  bank  clearings  for  the  triennial  periods  upon  which 
the  assessment  for  each  year  was  based : — 

TABLE  X. 


ToUl  crosB  in- 

Pttr<MBft.me(«M 
of 

nlffringw  in  eaeh 

oomeof  UD- 
specified  bosi- 

Pttro«ift. 

(MillioniL) 

ewualpeciod. 

1891-M 

263.0 
261.6 

252.1 

-oi 

—3.6 

1802-08    

— <k4 

180a-O4    

—6.0 

1804-06   

238.6 
25a6 

-4.5> 
5.0 

—6.2 

1805-06    

—2.5 

1806-07    

271.1 

8.1 

5.3 

1807-08    

201.4 

7.4 

5.8 

1808-00   

304.3 

4.4* 

5.8 

1800-1000   

322.8 

3.1 

2.4 

1000-01    

347.0 

7.4 

6^ 

1001-02   

361.5 

4.1 

5.0 

1002-03   

365.1 

0.0 

5.5 

1003-04    

367.4 

0.6 

3.1 

As  already  stated,  these  profits  are  assessed  on  the  av- 
erage of  three  years  preceding  the  year  of  assessment.  Thus 
the  assessment  of  1897-98  would  represent  the  average 
profits  of  the  three  years  ending  April  5,  1897,  "or  on  the 
date  immediately  preceding,  to  which  the  annual  accounts 
of  the  trade,  profession,  employment,  or  vocation,  have 
been  usually  made  up."*  Under  this  rule  the  most  common 
average  represented  by  the  assessment  of  1897-98  would 
be  that  of  the  calendar  years  1894,  1895  and  1896.  There- 
fore, in  Table  X.  (above),  the  increase  of  assessment  of  this 
year  has  been  compared  with  the  increase  of  the  average 
of  bank  clearings  in  1894,  1895  and  1896  over  the  average 


I  Exemption  inciie— aJ. 


>  See  Hill,  Appendix  K  P-  301- 
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of  1893,  1894  and  1895.  And  so  for  other  years.  It 
appears  that  the  decreases  of  gross  income  under  this  head 
in  1892-96  were  less  heavy  than  corresponding  decreases 
of  bank  clearings.  Until  1901-02  all  the  subsequent  annual 
increases  of  this  income  brought  under  review  were  larger, 
with  one  exception,  than  were  the  corresponding  increases 
in  bank  clearings.  As  bank  clearings  are,  in  a  country  like 
Great  Britain,  the  best  single  test  of  national  prosperity 
that  we  have,  this  comparison  speaks  well  for  the  accuracy 
of  the  assessment  in  this  branch,  considering  all  the  obstacles 
which  have  to  be  met.  This  comparison  down  to  and  includ- 
ing 1900-01  is  sufficiently  significant  to  commend  caution  in 
interpretingthe  less  favorable  showing  since  that  date.  While 
it  seems  clear  that  small  changes  in  the  rate  have  pro- 
duced no  traceable  effect  upon  the  assessments  in  this 
group,  it  would  not  be  surprising  if  the  unusual  increase  of 
rate  did,  indeed,  induce  a  certain  amount  of  concealment, 
lliat  the  assessment  merely  held  its  own  under  so  severe 
a  strain  is  cause  for  approbation.  Even  the  assessment 
upon  private  trades  and  professions  has  declined  so  little 
that  the  decrease  might,  in  any  other  time,  have  been  at- 
tributed wholly  to  reorganizations  into  companies. 

Whether  or  not  actual  concealment  has  been  stimulated 
in  a  small  degree,  it  is  certain  that  one  fiscal  disadvantage 
must  be  balanced  against  the  gain  by  the  high  rate.  This 
is  the  increasing  resort  to  the  practice  of  claiming  abate- 
ments. When  the  rate  was  comparatively  low,  many  who 
were  legally  entitled  to  abatements  paid  in  full  rather  than 
suffer  the  inconveniences  and  possible  embarrassments 
necessary  to  secure  relief.  With  the  heavy  rate  there  were 
many  who  felt  that  they  could  no  longer  afford  to  forego 
the  abatements,  and  many  more  for  the  first  time  discovered 
that  they  were  entitled  to  abatement.  It  has  even  be- 
come a  profitable  business  to  guide  tax-payers  through 
the  formalities  required  for  obtaining  this  relief.*  Hence 
the  high  rate  has  introduced  what  may  prove  to  be  a  per- 

1  Consult  QoMhon,  Btmy  and  Addrt—f  en  Beoncmic  QuMHon»^  London,  1005, 
pj».24«ff. 
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manent  deduction  from  taxable  income.  But  this  result 
in  no  wise  reflects  upon  the  eflBciency  of  the  system  of  ad- 
ministration. The  effect  has  rather  been  to  force  tax- 
payers to  claim  what  the  law  intended  that  they  should 
claim. 

This  survey  has  shown  the  utility  of  the  method  of  sub- 
division in  administering  the  tax,  the  advantage  of  which 
is  not  only  to  facilitate  the  appUcation  of  the  surest  methods 
of  approach  to  the  various  kinds  of  income,  but  also  to  aid 
in  locating,  and  hence  more  easily  correcting,  imperfections 
in  the  S3rstem.  But  perhaps  the  greatest  merit  of  this  tax 
is  that  it  approaches  nearly  all  income  without  the  assist- 
ance of  the  ultimate  payer  of  the  tax.  In  fact,  less  than 
one-fourth  of  all  the  income  brought  under  review  is  now 
assessed  upon  the  basis  of  declarations  made  by  the  tax- 
payers.^ And,  even  in  cases  where  the  income  cannot  be 
taxed  at  its  source,  the  officials  can  estimate  a  consider- 
able part  of  it  with  sufficient  accuracy  to  make  evasion 
extremely  difficult.  Probably  less  than  10  per  cent,  of  all 
the  taxable  income  manages  to  escape  taxation. 

W.  H.  Price. 
Habvabd  UNnrBRsmr. 

*  The  f oUowinc  table  ihows,  as  preoisely  as  can  be  aseertaiiied,  the  groas  aneee- 
ment  of  inoomee  taxed  indirectly,  by  dedaotion,  etc.,  and  directly,  upon  deelara- 
tion: — 

I.    Declaration  of  the  tax-pasrer  unnecessary: —  MHiion  £  (1009-03) 

A.  Ownership  of  lands  and  houses,  etc,  external  marks,     241.0 

B.  Oooupation  of  lands,  external  marks 17.5 

C    Government  securities,  stoppace,  and  deduction  46.1 

D.    Foreign  business  securities,  where  income  is  received 

through  agents  or  public  companies,  deduction  .    .        30.5 
D.    Profits  of  companies  and  local  authorities,  deduction,     245.6 
EL    flalarifis  of  government  and  of  public  company  offi- 
cials, stoppage,  deduction,  and  declaration  of  em- 

plosring  company 82.4 

664.0 

II.    Taxed  by  declaration: — 

D.    Profits  and  salaries,  persons  and  firms,  declaration  .      211.2 

D.    Foreign  securities  taxed  by  declaration 4.4     215.6 

S70.6 
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THE  AMERICAN  SOCIOLOGICAL  SOCIETY, 

Whatever  differences  of  opinion  there  may  be  with 
regard  to  the  precise  meaning  of  the  term  "sociology,"  it 
will  be  generally  admitted  that  it  indicates  in  a  more  or 
less  satisfactory  way  a  field  of  investigation,  important  and 
but  partially  exploited,  differing  from  that  of  economics 
and  political  science.  As  early  as  1836  John  Stuart  Mill 
held  that  the  time  was  ripe  for  marking  off  from  economics 
a  general  social  science  to  which  he  gave  the  name  of 
"social  philosophy."  At  all  events  there  is  a  sociological 
viewpoint  quite  distinct  from  the  political  and  the  eco- 
nomic, and  the  distinction  has  been  recognized  in  a  multi- 
tude of  wajrs.  There  are  professors  and  instructors  of 
sociology  in  several  of  our  educational  institutions,  and  in 
nearly  all  of  them  courses  are  offered  in  sociology.  The 
literature  of  the  subject,  even  if  we  count  only  those  books 
and  articles  which  advisedly  bear  the  designation,  is 
extensive  and  by  no  means  without  influence.  Three 
periodicals — ^American,  French,  and  Italian — are  entitled 
sociological,  and  several  European  countries  already  possess 
sociological  associations  which  hold  regular  scientific  meet- 
ings and  publish  papers  and  "proceedings." 

Since,  then,  the  term  "sociology"  has  come  to  stay,  and 
is  used  to  designate  a  certain  (or  uncertain)  subject  or  group 
of  subjects,  and  since  the  number  of  those  who  are  devoting 
time  and  energy  to  sociology  is  not  only  large,  but  apparently 
increasing,  the  same  considerations  which  have  made  it 
desirable  for  economists,  poUtical  scientists,  statisticians,  and 
historians  to  form  scientific  associations  for  the  encourage- 
ment of  research  and  discussion  and  for  mutual  intercourse, 
apply  with  equal  force  to  sociologists.  Nay,  they  apply 
with  more  force,  inasmuch  as  theoretical  sociology  has 
grown  up  mainly  through  the  work  of  mentally  isolated 
thinkers,  who  have  developed  their  own  views  to  the  neglect 
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of  much  that  is  valuable  in  the  work  of  others.  Aca- 
demic sociologists,  moreover,  have  too  frequently  lost  si^t 
of  the  connection  which  exists,  or  ought  to  exist,  between 
the  theoretical  and  analjrtical  aspects  of  the  subject,  on  the 
one  hand,  and,  on  the  other  hand,  its  practical  aspects. 
Meanwhile  many  practical  sociologists  have  known  little, 
and  cared  less,  for  theoretical  sociology,  and  in  some  in- 
stances have  shown  a  tendency  to  fall  into  empiricism.  To 
bring  these  classes  together  would  help  them  all,  and  at 
the  same  time  exalt  sociology  in  the  eyes  of  the  general 
public. 

It  was  to  accomplish  this  bringing  together  that  a  general 
invitation  was  issued  last  December  to  about  two  hundred 
and  fifty  persons  supposed  to  be  interested  in  sociology, 
calling  for  a  conference  at  Baltimore  to  discuss  the  ad- 
visability of  forming  a  sociological  association.  Altiiough 
the  invitation  was  issued  but  a  short  time  before  the  date  set 
for  the  conference,  some  fifty  persons,  representing  twenty- 
one  colleges  and  universities  and  a  doien  organizations 
engaged  in  social  amelioration,  attended  the  meeting, 
while  more  than  sixty  others  expressed  their  opinions  on 
the  subject  by  letter.  The  consensus  of  opinion  was  over- 
whelmin^y  in  favor  of  forming  a  sociological  association 
at  once,  this  association  to  meet  hereafter  annually  at  the 
same  time  and  place  as  the  Economic  Association.  It  was 
also  decided  that  the  new  association  should  be  primarily 
scientific  in  character,  not  popular  or  propagandist,  and  not 
to  be  associated  in  any  way  with  particular  doctrinal  ideas 
or  with  particular  schemes  of  social  betterment.  By  desig- 
nating the  new  society  as  primarily  scientific,  however,  it 
was  not  proposed  to  exclude  practical  workers  in  the  sociolog- 
ical field,  so  long  as  such  workers  are  also  interested  in  the 
essentially  scientific  phases  of  the  subject.  Nor  should 
the  new  society  be  conceived  as  in  any  sense  a  rival  of,  or 
an  encroachment  upon  the  domain  of,  the  Economic  Asso- 
ciation or  the  Political  Science  Association.  Furthermore, 
to  such  organisations  as  the  National  Conference  of  Charities 
and  Correction  the  new  society  bears  about  the  same  rela- 
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tion  as  a  treatise  on  light  bears  to  an  elementary  manual  on 
ophthalmology. 

This,  at  all  events,  appears  to  have  been  the  attitude  of 
the  conference.  Time  will  tell,  and  time  alone,  what  the 
precise  scope  of  the  new  society  will  be.  Probably  enough 
has  been  said  to  suggest  the  intentions  of  those  who  founded 
it.  A  good  clew  to  the  nature  and  aims  of  the  organiza- 
tion, at  least  for  the  present,  is  conveyed  by  the  list  of  offi- 
cers elected  for  the  present  year:  president,  Lester  F.  Ward, 
Washington,  D.C.;  first  vice-president,  T\^lliam  G.  Sunmer, 
Yale  University;  second  vice-president,  Franklin  H.  Gid- 
dings,  Columbia  University;  secretary  and  treasurer, 
C.  W.  A.  Veditz,  George  Washington  University;  executive 
committee, — ^in  addition  to  the  above  officers, — Edward  A. 
Roes,  University  of  Nebraska;  Walter  F.  Willcox,  Cornell 
University;  Albion  W.  Small,  University  of  Chicago;  Sam- 
uel M.  Lindsay,  University  of  Pennsylvania;  F.M.  Daven- 
port, Hamilton  College;  D.  Collin  Wells,  Dartmouth  College. 

C.  W.  A.  Veditz. 
Washinotok,  D.C. 
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Stammlbb  (R.).  Wirtschaft  und 
Recht  nach  der  materialistischen 
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I  An  interesting  and  discriminat- 
ing account  of  methods  of  deal- 
ing with  the  unemployed  hi 
France.] 

Lefobt  (J.).  Les  caisses  de  re- 
traites  ouvri^res.  Paris:  Fonta- 
moing.  1905.  8vo.  2  vols.  18  fir. 
[The  first  volume  considers  the 
methods  employed  in  foreign 
countries:  the  second  volume  con- 
siders retiring  allowances  in 
France.] 

Mabiaki  (M.).  n  fatto  oooperativo 
nell^  evoluzione  sociale.  0ologna: 
N.  Fanichelli.  1906.  8vo.  pp.  301. 
51. 

Mazzoni  (N.).  Una  pagina  stortea 
deir  organizzazione  deicontadinl: 
lo  sciopero  del  II  mandamento  di 
Mantova.    Rome.    1905. 

[No.  11  of  the  publications  of 
the  Humanitarian  Society's  Bu- 
reau of  LaborJ 

Pabsoms  (J.).  Housing  by  Volun- 
tary Enterprise.  London:  P.  S. 
King  A  Son.    8vo.    2s.  6d. 

Pope  (J.  E.).  The  Clothing  Indin- 
try  in  New  York.  Univ.  of  Mia- 
souri  Studies,  Social  Science  Se- 
ries, Vol.  I.  Columbia,  Mo.: 
Univ.  of  Missouri.  1905.  Svo. 
pp.  339.    $1.25. 

[An  exhaustive  and  highly  sue- 
cessf  ul  investigation.] 

Rastall    (B.    M.).     The   Cripple 
Creek     Strike    of    1893.     Coto- 
rado  College  Studies.      Cokx»do 
Springs:    1905.    8vo.    pp.48. 
[An  impartial  narrative.] 

Sohsrma(G.).  Lateoriaeconomiea 
delta  cooperaaione.     Yot    L     I 
fatti  deUa  cooperaaione  nei  i 
pali  stati.    Palermo:    A. 
1905.    8vo.    i^S64.    4L 
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ToeT  (6.).  Die  Yoiteile  der  Idte- 
lidenYenichemiig.  Berlin:  A. 
TroBchel.  1005.  8yo.  pp.  452. 
Om. 

[Part  I.  gives  history;  II.,  an 
eiqtosition  of  the  legislation  (by 
far  the  longest  part) ;  llL,  a  state- 
ment of  the  gains  for  workmen, 
employers,  commones.] 

UHSieNKD.  Labor,  Capital,  and  the 
Public  Chicago:  Home  Policy 
Pab.  Co.  1005.  ayo.  pp.  250. 
$1. 

[A  collection  of  editorial  and 
•pecial  articles  from  Public  Policy, 
displaying  considerable  variety  of 
opinion,  but  useful  as  indicia  of 
current  opinion  npon  the  prob- 
lems of  labor  and  capitaL] 

In  PeriodicaU. 

AxFABSA  fM.).  Le  chambre  des 
lords  et  les  trade-unions.  Rev. 
d'£con.  PoL,  Oct. -Nov.  [The 
trade-union  acts  of  1871  and  1876 
have  lost  most  of  their  original 
character  threoeh  recent  decisions 
of  the  highest  English  tribunal.] 

Brabbook  (K  W!).  Progress  of 
Friendly  Societies  and  institu- 
tions, etc.,  1804-1004.  Joum.  Roy. 
Stotist.  Soc,  June  80.  [''The 
invested  wealth  represented  by 
those  institutions  .  .  .  has  in- 
creased at  an  average  rate  of  more 
than  2  millions  sterling  per  an- 
num."] 

Bbxckinridob  (S.  p.).  Two  De- 
cisions relating  to  Organized  La- 
bor. Joum.  Folit.  ]£x>n.,  Sept., 
1005. 

Bbooks  (J.  G.).  A  New  Peril  for 
the  Trade  Union.  Intern.  Quart., 
July,  1005.  [The  peril  is  from 
within.] 

CARLTLn  (W.).  Continental  Light 
on  the  "Unemployed"  Problem. 
Nineteenth  Cent,  Dec,  1005. 

— — .  The  Problem  of  the  Unem- 
ployed, and  Suggestions  for  its 
Solution.    FortnTRev.,  Dec. 

Ohapun  (P.  D.).  The  Labor  Ques- 
tion in  the  Transvaal.  Nat.  Rev., 
Jan. 

Clay  (Arthur  T.  F.).  The  Unem- 
ployed and  the  Unemployed  Work- 
men Act.  Monthly  Rev.,  Dec., 
1005. 


Cbooks  (W.).  The  Prospect  and 
Programme  of  the  Labor  Party. 
Nat.  Rev.,  Dec.,  1005. 

CuMMiNGB  (John).  The  Chicago 
Teamsters'  Strike.  A  Study  In 
Industrial  Democracy.  Joum. 
Polit.  Econ.,  Sept,  1005.  [Shows 
that  the  strike  was  not  excep- 
tional, but  characteristic  of  trade 
unionism.] 

Dksohkbhb.    Trade  Unions  in  Bel- 

fium.  Econ.  Joum.,  Dec  [A 
rief  sketch  on  the  history  and 
present  situation  of  the  unions, 
summarising  a  recent  monograph 
of  the  author's.] 

FRKUifD  (K ).  Limitations  of  Hours 
of  Labor  and  the  Supreme  Court 
Joum.  Polit.  Econ^  Sept,  1005. 

Fby  (C.  T.).  The  Christian  Social 
Union.  Econ.  Rev.  [A  review  of 
its  first  fifteen  years  of  history.] 

GiDK  (Ch.).  L'allianoe  cooperative 
interaationale.  Rev.  Econ.  In- 
tern., Oct  [An  account  of  its  his- 
tory and  its  proKress.] 

Hatch  (L.  W.).  Government  Indus- 
trial Arbitration.  Bulletin  U.S. 
Dept  Labor,  No.  60,  Sept  (A 
comprehensive  report,  for  all  civil- 
ized countries,  bringing  results 
weU  up  to  date.] 

KttPPK  (H.).  Der  kollective  Ar- 
beitsvertrag  als  Qegenstand  der 
Gesetsgebung.  Jahrb.  f.  Nat  Oek., 
Sept. 

Lkvabseub  (£.).  Etude  sur  les 
salaires  en  France  depuistrente- 
cinq  ans.  Rev.  Econ.  •  Intem., 
Nov. 

— — .  Lesalaire  compart  en  France 
et  dans  quelques  aatres  ^tats.  Rev. 
£con.  Intern.,  Dec  [Comparison 
with  England,  Belgium,  and  the 
United  SUtes.  J 

MONTEMABTINI  (G.).      II  COStOdcgll 

scioperi  per  la  classe  iavoratrice. 

Giom.  degli  Econ^Nov. 
PoHLE  (L.).    Der  Kampf   um   die 

Wohnungsfrage.  Zeitschr.  f.  Soc. 

Nov.,   Dec    [Supports  Voigt  and 

Geldner  in  their  criticism  of  Eber- 

stadt.] 
RAIJ9TOK  (J.  H.).    Die  Rechtslage 

der  Gewerkvereine  in  den  Verein- 

igten  Staaten.    Archiv  f.  Sozialw., 

VoL  21,  Heft  2. 
RoBEBTB     (P.).     The    Anthracite 

Mine  Workers  and  their  Demands, 
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Intern.  Quart.,  Jan.  [A  Tahiahle 
ditcuMion.] 

Smith  (CooBUnce).  Dan^eroas 
Timdes.    Eeoo.  Rer.,  Oct.,  llKKk. 

SoMBABT  (W.).  Stodien  war  Ent- 
wiekelonmMdiichte  dm  nocd- 
amerikmi^dieii  Proletariate. 

Ait^T  f.  Soiiahr.,  VoL  21,  Hefl  1 
and  2. 

TiiXTAXD(F.).  Three  BJiminghaia 
Relief  Poods.  Soon.  Jooro.,  Dee. 
[An  interesting  aecoont  of  the  ad- 
ministration of  three  relief  foods, 
in  1886,  188«,  1006.  The  main 
eoodosion  Is  that  skilled  i 


are  more  pfturideot  than  tw«n^ 
jears  ago,  while  lower  grades  ok 
■pn^knif^  are  less  so.] 

Wakd  (L.).  The  Rffect  oi  Brttiah 
Statotory  Regolatlons  directed  to 
the  Inmrorement  of  the  Hygienic 
Condltkms  of  Indostrlal  Ooeap»- 
tioo.  Joom.  Boy.  Statist.  Soc, 
Septaa  [Bahorate  and  Taloable 
statistical  stody.] 

WibskCCt.).  SldssederSotwicke- 
hmm  der  ArbeJteiotganltiat  ionem 
in  den  Verelnteten  Stasiten  Ton 
Amerika.  Jahrh.  1  Geeetig.,  1906i» 
Heft  4. 


m.    SOCIALISM. 


BnBMAHH  (W.  K.).  Anarchismos 
and  Konimonlsmos.  6  Volks- 
seholrortrige.  Leipsig:  A. 
Deicheft.    1906l    8to.    pp.  184. 

Brukhubkb  (R.).  Die  heotlge 
Sosialdemokratie.  Eioe  kritisdie 
Wurdigoog  ihrer  wissenschaft- 
lichen  Grondlagen  nod  practl- 
sdfteo  Parteigestwoog.  Jeoa:  G. 
Fischer.  1906.  Sra  pp.  210. 
2m. 

Capohk  (6.).  Assaggi  dl  critica  de 
la  leiteratora  ecooomico  anglo- 
Italo-tedesca.  (IL  IntrodozloDe 
ad  oo*  eeegesi  critica  metodlca 
integrale  del  Capitale  dl  Carlo 
Marx.)  MondoTi  1006.  16mo. 
pp.112. 

DiSHL  (K.).  Ueber  Sodalismos, 
Kommooismos,  ood  Aoarchlsmos. 
12  Voriesoogeo.  Jeoa:  6.  Fischer. 
1000.    8Ta    pp.  231.    3  oi. 

Oladdkn  (W.).  Chrlstiaoity  and 
Socialism.  Xew  York:  Eaton 
A  Mains.    12mo.    pp.244.    $1. 

[A  sympathetic  criticism  of 
eocialism,  with  suggestions  for 
social  reform.] 

6uiLi«AniB  (J.).  L'interoational> 
isme,  Docomenta  et  soorenirs 
(1864-187$).  Toaiel.  Paris:  Soc 
nooT.   190^    8to.    pp.  303.    4  fr. 

*Mabx  (Karl).  Theorieo  uberden 
Mehrwert.  Band  I:  Die  Anfinge 
der  Theorie  bis  Adam  Smith. 
Baod  II:  DsTid  Ricaido.  Stott- 
fart:  J.  H.  W.  Diet*.  1906-00. 
Sra  6.50  oi.,  9.60  m. 
[Posthomoos  works  by  Marx, 


edited  by  K.  Kaotsky,  from  the 
maooser^  Zor  Kritik  der  poUt- 
tischen  Oekonomle.  The  secood 
▼olome,  oo  Bicardo,  Is  Issoed  in 
two  parts.] 

Nkwkix  (Arthor).  A  Koi^t  of 
the  Tellers.  PhlladeliAkia:  P.  L. 
Marsh  &  Ca  1906.  12dh>.  pp. 
STa    $1.26. 

[A  faodfol  pictore  of  the  or- 
gaoizatloo  of  an  army  of  laborers 
and  their  oonqoest  oi  lodostrial 
society.] 

^Tuoax-Babakowskt  (M.).  The- 
oretische  Gnmdlageo  des  Marxis- 
mos.  LeipslK:  Doocker  A  Ham- 
hlot.  1906.  Ito.  pp.246.  601. 
[A  critical  hot  not  ootriendly 
exaailoatloo  of  (1)  the  materialis- 
tic cooceptioo  of  history,  (2)  the 
theory  of  sorplos  ▼aloe,  (3)  the 
eollapoe  of  capitalistic  sod^.] 


In  PeriodicaU. 

BusHtE  (F.  A.).  CommonisUc  So- 
cieties in  the  Uoited  States.  PoL 
Set  Qoart.,  Dec  [A  thoioogh 
article^  sonreytnc  the  eotire  range 
of  experience,  dassifyiog  the  ez- 
perimeota  and  aoalyzlog  the  re- 
solts.  Societies  imp^ed  by  re- 
ligioos  seal  and  leaidership  have 
fared  best.] 

GCnther(£.).  Die  leTislooistische 
Bewegoog  in  der  deotscheo  So- 
zialdenMAnitle.  L  Jahrb.  1 
Gesetxg.,  1906,    H^4.    [A  well- 
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wiitUn  aoeonnt  of  the  reTisionist 

moTement.] 
Z.  C.  K.    The  BoMian    Socialifts. 

Gontemp.  ReT.,  Jan. 
MiOHKLB    (R.).      ProleUriat    nnd 


Bourgeoisie  in  der  soxialistischen 
Bewegopg  Italiena.  Studien  sn 
einer  Klassen-  nnd  Berofsanalvse 
des  Sozialismns  in  Italien.  ArehiT 
f.  SozUlw.,  Vol.  21,  Heft  2. 


lY.    LAND  AND  AOBARIAN  PBOBLBMS. 


Alfama  (G.).  La  crise  agraire 
en  Batde.  Qoaiante  ans  de  pro- 
pri^t^  ooUectiTe.  Avec  one  pre- 
face de  M.  J.  Flach.  (BihL  popu- 
laire  d'^conomie  lociale.)  Paris: 
Y.  Giard  A  £.  Bri^re.  1905. 
18mo.    pp.  246.    8.60  fr. 

[A  good,  hrief  account  of  the 
Botsiiui  mir,  its  constitution  and 
the  causes  of  its  decadence,  in- 
tended to  throw  light  on  the  pres- 
ent agrarian  nnrest.] 

BAcHAUX  (E.).  La  question  agraire 
en  Irlande.  Pans:  Bonsseao. 
1906.    Bye.    pp.472.    1906. 

Damaschks  (Adolf).  La  r^forme 
agraire.  Contributions  th^riqnes 
et  historiques.  Paris:  Y.  Giard 
A  E.  Brifere.  1906.  pp.  227. 
Sfr. 

[Translated  from  the  German. 
A  brief  study  of  the  *'  land  ques- 
tion."] 

Ehdrks  (Max).  Handbuch  der 
Forstpolitik,  mit  bes.  Berucks.  der 
6esetiu;ebung  und  Statistik.  Ber- 
lin: J.  Springer.  1905.  8yo. 
pp.688.    16  m. 

[An  excellent  work  on  the  sub- 
ject at  large,  induding  statistics, 
legislation,  administration  by 
state,  commune,  and  indiyiduals, 
taxation,  the  state  of  trade,  and 
the  like.  The  author  is  professor 
at  Munich.] 

GsoBGs  (H.,  Jr.).  The  Menace  of 
Pririlege:  A  Study  of  the  Dan^^ 
to  the  Bepubllc  from  the  Ex- 
istence of  a  F^Yored  Class.  New 
York:  Macmillan.  12mo.  pp. 
421.    $1.50. 

[Discusses  various  forms  of 
** privilege"  now  existing  in  the 
United  States,  particularly  the 
privilege  of  land  ownership.  In- 
teresting in  its  discussion  of  prob- 
lems, if  not  in  its  proposed  sover- 
eign remedy.] 

HACieABO  (EL.  B.).    The   Poor  of 


the  Land.    New  York :  LongmanSi 
Green  A  Co.    75  cts. 

Louis  (P.).  Le  colonialisme.  Paris: 
Soc.  nouv.  de  libr.    1906.    16mo. 
pp.  111.    50  cts. 
[Biblioth^ue  sodaliste.] 

liAVOB  (J.).  Beport  ...  on  the 
North-west  of  Canada,  with 
Special  Beference  to  Wheat  Pro- 
duction for  Export  London:  Eyre 
A;  Spottiswoode.  1904.  4to.  pp. 
128.    6t.  6d. 

[An  elaborate  report  to  the 
Board  of  Trade,  by  Professor 
Mavor,  of  Toronto,  on  the  geogra- 
phy, meteorology,  agricultmal  ex- 
ploitation, transportation  of  the 
region.  The  wheat-producing 
possibilities  are  reported  to  be 
enormous.] 

MoNinBB  (A.).  Les  accidents  du 
travail  dans  Tagriculture  et  la 
legislation  anglaise.  Paris:  La- 
rose.    1905.    8vo.    pp.  204.    4  fr. 

BiOHABDS  ( W.  A.),  Nbwsll  (F.  H.), 
and  PiNOHOT  (Gilford).  Beport 
of  the  Public  Lands  Commiteion. 
Washington:  €k>vemment  Print- 
ins  Office.    8vo.    pp.  863. 

[Contains  maps  and  charts,  to- 
gether with  a  great  deal  of  statis- 
tical matter  relating  to  the  public 
lands,  and  recommends  certain 
changes  in  the  laws.] 

Unsioned.  L'  iniziativa  del  rfe 
d^  Italia  e  V  istituto  intemazionale 
d'  agricoltura:  studi  e  documenti. 
Bome:G.BerteroeC.  1905.  8vo. 
pp.  742. 

[A  series  of  papers  on  the  ex- 
isting ^ricultural  associations  in 
Italy,  ramce,  Great  Britain,  the 
United  States,  Austria,  Germany, 
and  Holland.] 

In  PeriodicaU. 

Bastablb  (C.  F.).  Present  Posi- 
tion  of    Irish    Land    Purchase. 
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TwMBxnuom  (J.).    The  Tuation  ef 

Leod  Yehiee.    Weetm.  Ber.,  Nor. 

ftDdDec,  1006. 
Oaxba&ua  (L.).    Menedria  e  Titi- 

coiton.    Rifonna  Soe.,  Dec 
MraoDoir  (Paeod.).    The  Libcfml 
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V.    POPULATIOH  ABD  MIGRATION. 


Ci/>S8KV  (W.  F.).  Groaaatadtheft- 
Bat.  BeobaditaiMKiixiirKatiiraa- 
•cbichte  dee  GroeartadtvolEa. 
Hamborg:  &  Schnlie.  8¥0.  pp. 
224.    3m. 

Lkwu  (C.  J.  and  J.  N.).  Natality 
and  Fecmidity.  LoiMkm:  CMtrer 
A  Boj±    8to.    7«.  6el. 

SoAuaz  (G.).  L*  emigrazione  daUa 
Calabria.  Naples:  L.  Plerio.  1905. 

UKBieiTKD.  EmigrazioneecokNiie: 
nuxolu  dl  rap^Hti  del  rr.  acenti 
diplomatici  e  conaolarL  VoL  L, 
part  ilL  Rome:  G.  Bertero  e  C. 
1906.    8va    pp.382.  2  L 

[This  section  deals  with  Ger- 
many, Belgiom,  Holland,  the 
ScandinaTian  Statea,  Russia  and 
the  Balkans.] 

In  Periodical: 

Balch  (Emily  Greene).  SUt  Emi- 
gration at  its  Source.  Charities, 
Jan.  6.     [Introdnctory  Chapter. 


MiasBakhhasi 
time  In  the  ShiTie  parte  of  the  Aus- 
trian Bmpire,  atndying  the  life  of 
the  popnlationa  from  whi^  oar 
iaunlgraBla  eoeae.] 

CoKBiDOBX  (F.)  n  morimento 
deUa  popolasione  Itattana  is  rap- 
portoalpresiodeieerealL  Gion. 
degli  Econ.,  Not. 

DAWBomH  (Chaa.).  TIm  Depopol^- 
tkm  Queatioii  in  Fraaee.  Nine- 
teenth Cent.,  Dec,  1906.  [Shows 
that  France  has  opJ^arrired  ahead 
of  the  other  nations  at  a  point  to 
which  they  are  all  comingT] 

HoLUUkJffH  (A.  H.).  Die  BoTdlker- 
ungsbewegongen  in  Danemaih  and 
ihr  Zosammenhang  mit  der  &it- 
wickehuig  der  danJschen  Land- 
wirtachaft.  Jahrb.  L  Nat.  Oek., 
Sept. 

PBiKZiNe  (F.).  Die  alten  Junme- 
sellen  and  alten  Jongfem  in  %n 
eoropaischen  Staaten  jetat  and 
fraher.  Zeitachr.  1  Socialw.,  Oct., 
Nov. 
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VI.    TRANSPORTATION. 


BoBDSAUX  (M.  O.).  Notes  snr  les 
diemins  de  fer.  La  question  da 
rmcbat.  Puis:  Larose.  1905.  8to. 
8fr. 

CozzA  (L.)  and  Gbillo  Dxlla 
BsBTA  (6.).  Laghi,  fiumi,  e  canali 
naviAabili:  cenni  sommari  sulle 
con&ioni  attuali  e  sol*  rayvenlre 
della  nayigazione  interna  italiana. 
(Ministero  del  lavori  pubblici.) 
Milan.     1905.    4to.    pp.228. 

Frdkbax  Rats  Rbqulation  Ab- 
sooiATioN.  Interstate  Commerce 
Law  Convention,  held  at  Chicago, 
October  26  and  27,  1905.  St. 
Loois:  Federal  Rate  Regulation 
Ass'n.    1905.    12mo.    pp.  173. 

[An  account  of  the  proceedings 

of  the  two  rival  railroad-regulation 

conventions  at  Chicago,  printed 

-  and  circulated  by  the  convention 

that  opposed  regulation.] 

GRi^ruNe  (C.  H.).  The  Ways  of 
our  Railways.  Loudon:  Ward, 
Lock  A  Co.    8vo.    10s.  M. 

[Contains  manv  statistical  facts 
about  English  railways.] 

JoYiKBLLi  (E.).  D  problema  ferro- 
viario:  sindicato  e  controllo  di 
state  sulle  strade  ferrate.  Cittll 
diCasteUo:  S.Lapi.  1905.  16mo. 
pp.229.    1.501. 

Nkwcomb  (H.  T.).  The  Proposed 
Radical  Railway  Legislation. 
Washington,  B.C.:  Gibson  Bros. 
1905.    pp.32. 

NoTSS  (W.  C).  American  Rail- 
road Rates.  Boston:  Little, 
Brown  A  Co.  1905.  12mo.  pp. 
275.    $1.50. 

[Mainly  secondary  in  character, 
but  valuable  for  1^1  purposes; 
by  the  author  of  ''  Intercorporate 
Relations."  Proposes  to  reverse 
the  President's  plan  by  primarily 
submitting  contests  to  the  courts, 
and  thereafter  permitting  the  In- 
terstate Commerce  Commission, 
when  authorized,  to  name  a  new 
rate.] 

In  Periodicals, 

Bakbb  (R.  S.).  Raiht>ads  on  Trial: 
I.  The  Railroad  Rate;  U.  Rail- 
road Rebates;   III.    The  Private 


Car,  etc.  McClure's  Magazine, 
Nov.,  Dec.,  Jan.  [Beginning  an 
extended  series  of  papers,  popu- 
larlv  discussing  the  present-day 
problems.  Favors  administrative 
control.] 

Basoom(J.).  Railroad  Rates.  Tale 
Rev.,  Nov.,  1905.  [Favorable  to 
government  regulation.] 

Dixon  (F.  H.).  Recent  Railroad 
Commission  I^egislation.  PoL 
Sci.  Quart.,  Dec.  [The  legisla- 
tion establishing  railroad  commis- 
sions in  Washington,  Indiana, 
Eansas,  and  Wisconsin,  Is  de- 
scribed, and  found  to  be  **  conser- 
vative and  in  harmony  with  the  best 
sentiment"  on  such  questions.] 

EscH  (J.  J.)  and  Othbbs.  Sym- 
posium on  Federal  Control  of 
Railroad  Rates.  Moody's  Mag., 
Jan.  [Other  contributors  are 
David  Willcox,  J.  B.  Daisch,  J.  H. 
Maddy,  H.  E.  Montgomery,  F.  N. 
Judson,  W.  C.  Noyes,  F.  S.  Gard- 
ner, C.  S.  Hamlin,  H.  T.  New- 
comb,  Robert  Baker,  O.  E.  Butter- 
field,  H.  R.  Meyer,  W.  D.  Hines, 
E.  J.  Rich,  Robert  Bickerdike. 
A  decidedly  one-sided  symposium, 
representing  opinion  hostile  to 
federal  control.! 

Fbankel  (E.)  and  Ballod  (C). 
Schnellverkehr  und  Tarifreform. 
Jahrb.  f.  Gesetzg.,  1905.     Heft  4. 

Letoubnbub  (E.).  Le  chemin  de 
fer  m^tropolitain  de  Paris.  Joum. 
des  £con.,  Nov. 

Mann  (J.  S.).  New  Trade  Routes 
in  Europe.  Contemp.  Rev.,  Nov., 
1905. 

Mbbkbb  (R.).  Shipping  Subsidies. 
Pol.  Sci.  Quart,  Dec.  [A  sum- 
mary statement  of  the  arguments 
against  subsidies.] 

Tajani  (F.).  La  riforma  della 
legislazione  italiana  sulle  strade 
ferrate.    Riforma  Soc.,  Nov. 

Willcox  (David).  Rates  by  Fiat 
and  Existence  by  License.  Tale 
Rev.,  Nov.,  1905.  [Unfavorable  to 
government  regulation.] 

WiLLET  (D.  A.).  Railroad  Building 
in  the  North-west.  Moody' s  Mag. , 
Jan. 
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yjL    FOEEIGN  TRADE  AXD  COLOKIZATION. 

^miae      ea      Novvidle-Cmi^dooie. 
Pitfis:    AdioB    eolo&iftle.      I906w 

ImPeriodUaU. 

Adcooo  (A.),  Gaskixi  (A.K  Co- 
Ljrni(F.).  Folemka  intomo  ml 
dasio  sol  grmno.  Bifontt  Soe., 
Not. 

DKI.AFASSK  (Jules).  Tlie  Foreign 
Policy  of  Frmnce.  Nat.  Rer.,  Sqit., 
190^  [Hie  foreign  policy  ia  chm 
of  the  least  of  the  aTerage  Frencb- 
man^s  cmicerBs.] 

Dnrrzxi.  (H.).  Die '*  enonne  Cebei^ 
bilans  '*  der  Yeranigten  StaJiten. 
Jahrb.  f.  Nat.  Oek.,  Not.  [A  oca- 
tinnatloii  to  igOi  of  article  in  the 
AiigQst  number.] 

Eltzbachkb(0.).  Unemployment 
and  the  Molodi  <tf  Free  Trade. 
Nineteenth  Cent.,  Dec,  1905. 

FLKMiHe  (Owen).  The  New  Ger> 
man  Tariifo  (1906).  Econ.  Rev., 
Oct.,  1905. 

Foij:.xtt  (Charies).  The  Berenne 
Aspects  of  Fiscal  Reform.  Nat. 
Rer.,  Sept.,  1906. 

.     Free  Trade   a   ''Gigantie 

Error."    Nat.  Rev.,  Jan. 

GiFFKN  (R).  Imports  and  Home 
Prod  actions.  Eoon.  Joura.,  ]>ec. 
[Examines  and  rejects  the  protec- 
tionist contentions,  (1)  that  im. 
ports  lessen  home  production,  (2) 
that  home  inrestments  are  more 
advantageous  than  foreign.] 

GiBBTTi  (E.).  L*  industria  politica 
dello  zuccbero.  RiformaSoc.,  Dec. 
[Against  the  sugar  duty.] 

Glikb  (  L.  ) .  Die  Struktur  der  dent- 
schen  Ausfuhr  nach  den  Verein- 
igten  Staaten  von  Amerlka.  Zeit- 
schr.  f.  See,  Oct.,  Nov.  [Empha- 
sixes  the  decline  in  the  German 
exports  to  the  United  States  of 
finished  staple  wares.  The  author 
is  secretary  of  the  Mid-European 
Economic  Union.] 

Halle  (E.  v.).  Die  Neuregelung 
der  handelspoUtiscben  BezTehun- 
gen  zu  den  Staaten  Amerikas. 
Preuss.  Jahrb.,  OcL 

Hesse  (A.).  Japans  answartiger 
Handel.   Jahrb.  f.  Nat.  Oek.,  Nov. 

Kbueobr  (H.  E.).  Die  Einricb- 
tungen  zur  Forderung  des  Aussen> 


Ajdiold  (R.).     Die 
DeotacUands,  188^1900.    Bcrthi: 
F.  SieiDe&roCh.     1905.    Sra    pp. 
214.    4  m. 

CntuAnAMM  (A.).  La  eoloniaation 
et  les  colonies  aHemandes.  Paris: 
Plon-Noorrik    1905.    8to.     12  fr. 

Fajtxo  (M.).  L'  espantiooe  eom- 
merdale  e  eokmiale  degh  stati  mo> 
demL  Turin,  Italy:  Fratelli 
Bocca.    Sra    pp.  499.    12  L 

[A  detailed  study  of  the  cokmial 
expansion  of  Holland,  France, 
Great  Britain,  Germany,  and  the 
United  States,  with  a  discussion  of 
the  general  laws  of  commercial  and 
colonial  expansion.  An  important 
book.] 

Fatabd  (C).  Lahora  et  London. 
Essai  sur  la  mise  en  valeur  du  La- 
hora. Paris:  ChallameL  1905. 
8vo.    4fr. 

GuTOT  (Yves).  La  com^die  proteo- 
tionniste.  Paris:  Fasquelle.  1905. 
8vo.    pp.  476.    3.60  fr. 

[An  important  account  of  the 
tariJDf  history  of  France,  from  the 
time  of  Colbert,  with  chief  atten- 
tion to  the  19th  century,  and  of 
the  Chamberlain  agitation  in  Eng- 
land; the  whole  from  theauthor"s 
uncompromising  free-trade  stand- 
point. A  separate  part  b  eiven  to 
careful  inquiry  on  the  food  supply 
of  France,  and  the  effect  on  it  of 
protection.] 

Lako  (L.).  Hundert  Jahre  Zoll- 
politik.  Vienna:  C.  Fromme. 
1906.    8vo.     pp.  635.     12  m. 

[Translated  from  the  Hungarian 
by  A.  Rosen.  The  author  is  a 
former  minister  of  commerce,  now 
professor  at  Buda-Pest.] 

LoRiN  (H.).  La  France,  puissance 
coloniale.  Etude  d'histoire  et  de 
g^ographie  politique.  Paris :  Chal- 
lamel.     19a5.    8vo.    6  f r. 

Mabtinbt  (C).  Les  ports  francs  et 
Texportation  des  vins.  Paris: 
Larose.    1905.     12nio.    3.50  fr. 

NiTZCHB  (M.).  Die  handelspoll- 
tische  Reaktsion  in  Deutschland. 
Eine  histor.-polit.   Studie.   Stutt- 

fart:  Cotta.    1905.    8vo.    pp.  250. 
.60  m. 

[In  Miinchener  Volks.  Studien.] 
Yallet  (E.).    La  colonisation  fran- 
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handeto    in    den    Knltontoaten. 
Zeitechr.  gee.  Staatsw.,  1905,  Heft 

Rbad  (B.  L.).  Canada  and  Prefer- 
ential Tariffs.  Moody's  Mag., 
Dec,  1905. 


RxAD  (B.  L.).  American  Goods  and 
New  Markets.  Moody^s  Mag.,  Jan. 

ScHiLDBB  (S.).  Die  Meistbeeun- 
stiganesklansel.  Zeitschr.  f.  Soc., 
Oct.  [An  appreciatiTe  criticism  of 
Glier's  recent  book.] 


Vm.  MONET,  BANKING  AND  EXCHANGE. 


Ai/ei«ATS  (P.  and  others).  Ques- 
tions mon^tairee  contemporaines. 
Paris:  Larose.  1905.  8to.  pp. 
852.    15  fr. 

[A  Tery  nsefnl  yolome,  contain- 
ing ten  monograplis  by  as  many 
recent  graduates  of  the  Faculty  of 
Law  in  Paris,  prepared  under  the 
direction  of  Professors  Cauw^ 
Louchon,  and  Bourguin.  The 
snlriects  treated  cover  most  of  the 
problems  of  recent  monetary  expe- 
rience, such  as  the  production  of 
gold  and  silver,  the  struggles  for 
monetary  reform  in  Italy, 
Spain,  Russia,  Austria,  Argentini^ 
Brazil,  China,  Japan,  etc.,  also 
theoretical  subjects  such  as  index 
numbers  and  the  quantity  theory. 
A  valuable  contribution.] 

Abnold  (A.,  Bankassessor).  Das 
indische  Geldwesen  unter  bes.  Be- 
rucks.  seiner  Reformen  seit  1898. 
Jena:  G.  Fischer.  1906.  8vo.  pp. 
800.    8  m. 

Chsvauchbz  (A.).  Les  caisses 
d'^pargne  en  France.  EUstoire  et 
l^slation.  Paris:  Chevalier  et 
Riviere.    1905.    8vo. 

COHAKT  (C.  A.).  Principles  of 
Money  and  Banking.  2  vols.  New 
York:  Harper.  1905.  8vo.  pp. 
437,487.    $4.00  net. 

[A  comprehensive  work,  includ- 
ing monetary  history  and  theory 
in  the  first  volume,  and  the  prin- 
ciples of  banking,  its  evolution, 
and  studies  of  the  monev  markets 
and  crises  in  the  second.] 

DoLLBAiTB  (E.).  La  monnaie  et  les 
prix.  Paris:  Larose.  1905.  8vo. 
pp.  132. 

[Extrait  des  questions  mon^ 
taires  contemporames.  Attempts 
to  test  the  quantity  theory  by  sta- 
tistics of  the  monetary  supply  and 
the  volume  of  transactions,  with 
the  obvious  conclusion  that  the 
influence  of  the  quantity  of  money 


is  neither  exclusive  nor  measur- 
able.] 

JsiDBLS  (O.).  Das  Yerhaltniss  der 
deutschen  Grossbanken  zur  In- 
dustrie, mit  bes.  Berucks.  der 
Eisenindustrie.  Leipzig:  Duncker 
A  Hnmblot.  1905.  8vo.  pp.  283. 
6m. 
[In  Schmoller^s  Forschungen.] 

KiBKBBiDB  (F.  B.)  and  Stsbett 
(J.  E.).  The  Modem  Trust  Com- 
pany: Its  Functions  and  Orcani- 
satioB.  New  York:  Macmillan. 
1905.    8vo.    pp.309.    $2.50. 

[A  study  of  the  details  of  or- 
ganization, the  functions  of  the 
various  officials,  methods  of  ac- 
counting, etc  No  attention  to 
the  larger  aspects.] 

KvAPP  (G.  F.).  Staatlii^  Theorie 
des  Glides.  Leipzig:  Duncker  A 
Humblot.  8vo.  pp.408.  8.40m. 
[A  theoretic  inquiry,  with  new- 
coined  technical  terms  so  numer- 
ous as  to  occasion  a  separate  index 
for  them.  I.  Monev  and  Metals: 
**platische,  geoetlsche,  dromische 
Beziehungen.''    II.    Internal  Or- 

f&nization:  Bimetallism  and 
tandards,  *  *  akzessorisches  Geld. ' ' 
III.  International  Transactions: 
'*  intervalutarischer  kurs,"  **exo- 
dromische  Verwaltung,"  "fester 
kurs  als  letzter  Zlel."  IV.  Sur- 
vey of  the  Situation  in  the  Differ- 
ent Countries.] 

RiBssEB.  Zur  Entwickelungs- 
seschichte  der  deutschen  Gross- 
banken mit  bes.  Riicks.  auf 
die  Konzentrationsbestrebungen. 
Jena:  G.  Fischer.  1905.  Svo. 
pp.  294.    7  m. 

Tbrrbl  (H.)  et  Lejeuke  (H.). 
Traits  des  operations  commer- 
ciales  de  banque.  Paris:  Masson. 
1905.    Svo.    pp.  567.    8  fr. 

WiLDMAN  (M.  S.).  Money  Infla- 
tion in  the  United  States:  A  Study 
in  Social  Pathology.    New  York: 
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G.  P.Patnam'sSons.  1905.  12mo. 
pp.  238. 

[A  study  of  the  psycholc^cal, 
economic,  and  socikl  condUioni 
which  have  led  to  inflation  moTe- 
menU  in  the  United  States.] 
Wolff  (J.).  Die  argentinische 
Wahnmgsrefonn  von  1890.  Leip- 
zig: Doncker  A  Humblot.  1900. 
8vo.    pp.  147.    8.40  m. 

[In  SchmoUer's  Forschungen.] 

In  PeriodicaU. 

CoNANT  (C.  A.).  The  Concentra- 
tion of  Financial  Power.  Intern. 
Quart,  Oct.,  1905. 

Fabwell  (J.  v.).  George  Smith's 
Bank.  Joum.  Polit.  Econ.,  Sept., 
1906. 

Gibson  (Thomas).  Dangerous  Cot- 
ton Speculation.  Moody's  Mag., 
Jan. 

GoLODETZ  (M.).  Staatsaufsicht 
iiber  die  Hypothekenl)anken.  II. 
Jahrb.  f.  Gesetzg.,  1905,  Heft  4. 

Hbiss  (C).  Das  Wahrunsswesen 
in  Cliina,  auf  den  Philippinen,  in 
Panama  und  anderen  Silberwahr- 
ungsl&ndem.  Jahrb.  f.  Gesetss., 
1905,  Heft  4.  [A  summary  of  the 
1904  report  of  the  Commission  on 
International  Exchanee.] 

ScHACHNBB  (R.).  Kritik  der 
deutschen  Sparkassenstatistiken. 
Jahrb.  f.  Nat.  Oek.,  Not. 


ScHACHiTBB  (R.).  Kritik  des  Scherl- 
schen  Pramien-Sparsystems.  Ar- 
chiv  f.    Sozialw..  Vol.  21,  Heft  1. 

.       Kritik    des    Sparkasaen- 

wesens  deutscher  SellratTerwalt- 
ungskorper.  Archiv  f.  Soaialw., 
Vol  21,  Heft  1. 

Spei8bb(W.).  La  banque  nationale 
Suisse.    Rev.  ficon.  Intern.,  Dec 

Thobwabt  (F.).  Un  coup  d'oeil 
snr  le  march^  mon^taire  en  Alle- 
magne.  Rct.  £con.  Intern.,  Oct. 
[A  review  of  the  growth  and  rela- 
tions of  Gkrmany^s  banking  sys- 
tem.] 

Wabschaubb  (O.).  Die  Reform 
des  Borsengesetzes  in  Deutsch- 
land.    Jahrb.  f.  Nat.  Oek.,  Oct. 

Whitb  (Horace)  and  Othsbs. 
Svmposium  on  the  Increased  Sup- 
ply of  Gold.  Moody's  Mai;., 
Dec.,  1905.  [Other  contributors 
are  J.  B.  Clark,  Irvixig  Fisher, 
M.  L.  Muhleman,  W.  d.  Logan, 
F.  A.  Vanderlip,  £.  H.  Roberts, 
J.  De  W.  Warner,  C.  A.  Conant, 
J.  F.  Johnson,  L.  C.  Root,  R. 
Goodby,  J.  R.  Branch,  and  G.  H. 
Shipley.  Contains  a  great  deal 
that  is  good— and  some  non- 
sense.] 

Wolff  (H.  W.).  An  Unconsidered 
Factor  in  the  Industrial  Prob- 
lem,— British  and  Foreign  Bank- 
ing.   Econ.  Rev.,  Oct,  1905. 


IX.    FINANCE  AND  TAXATION. 


CoLSON  (C).  Cours  d'^conomie 
politique.  Tome  lU.  Les  fi- 
nances publiques  et  le  budget  de 
la  France.  Paris:  Gauthiers-Vil- 
lars.    1905.    8vo.    pp.  442.    6  fr. 

Hblffbbich  (K.).  Das  Geld  im 
russisch-iapanischen  Kriege.  Ein 
finanzpoUtischer  Beitrag.  Berlin : 
E.  S.  Mittler.  1906.  8vo.  pp. 
249.     4.50  m. 

[The    author    is    professor   at 
Beriin.] 

Hoffman  (A.).  Die  direkten 
Staatssteuem  im  Konigtum  Sach- 
sen,  mit  bes.  Berucks.  der  Ein- 
kommensteuer,  eeschichtlich  und 
kritisch  dargestellt.  Leipsig:  Jah 
ASchunke.  1906.  8vo.  pp.238. 
5  m. 


Lbbot-Bbaulibu  (Paul).  La  sci- 
ence des  finances.  Septi^me  Edi- 
tion refondueet  augments  Paris: 
Guillaumin.  1905.  8vo.  2  vols. 
25  fr. 

Mabtin  (R.).  Die  Zukunft  Russ- 
lands  und  Japans.  Berlin:  C. 
Heymann.  1905.  8vo.  pp.  258. 
4  m. 

[A  pessimistic  account  of  Rus- 
sians finances,  alleging  danger  of 
bankruptcy.] 

Nbtmabck  (A.).  Finances contem- 
I)oraine8.  Tome  IIL  Questions 
^conomiques  et  financi^res  1872- 
1904.  Paris:  Guillaumin.  1905. 
8vo.  10  fr. 
[The  earlier  volumes  were:  L 
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Trente  annto   financi^res   1872- 
1901.    II.  Les  budeets  1872-1903.] 

Nnf  A.  La  teoria  del  lotto  di  sUto. 
Turin:  Bocca.    8to.     1905. 

[A  careful  critical  examination 
of  the  lottery  system,  defence  of 
it  as  a  state  institution  (chiefly  on 
fiscal  grounds),  suggestions  as  to 
eyentual  abolition.] 

STEnnTZBB  (Erwin).  Die  jungsten 
Reformen  der  yeranlagten  Steu- 
em  in  Oesterreich.  Histor.  krit- 
ische  Studie.  Leipzig:  Duncker 
A  Humblot.  1905.  8vo.  pp.  215. 
4.60  m. 

[A  prize  essay  at  the  University 
of  Munich.] 

In  PeriodicfiU. 

AvsBUBT  (Lord).  The  Excessive 
National  Expenditure.  Nine- 
teenth Cent.,  Nov.,  1905. 

Bbooks  (R.  C. ).    Berlin's  Tax  Prob- 
lem.   Pol.  ScL  Quart,  Dec. 
[An  instructive  account  of  the 


consequences  of  the  legislation  of 
1893,  the  limited  revenue  from  di- 
rect taxes,  the  failure  of  the  move- 
ment to  tax  increasing  site  values.] 

Keatab  (0.  £.).  Why  Industrial 
Alcohol  should  be  Free.  Moody's 
Mag.,  Jan. 

Mbteb  (H.).  Pierre  Merlon  und 
seine  Stellung  zur  bevorstehenden 
Steuerreform  in  Frankreich. 
Jahrb.  f.  Nat  Oek.,  Sept 

[A  statement  as  to  Uie  present 
French  finance  minister's  previous 
projects  for  the  introduction  of  an 
income  tax.] 

ToBLONiA  (C).  I  debiti  dei  co- 
muni  e  delle  provincie.  Giom. 
degli  Econ.,  Oct. 

[The  administration  of  Italian 
municipal  and  provincial  finance 
demands  reform,  but  the  amount 
of  local  debt  is  somewhat  dimin- 
ishing.] 

Whitino  (F.  J.).  The  Breakdown 
of  the  Russian  Financial  System. 
Moody's  Mag.,  Jan. 


X.    CAPITAL  AND  ITS  ORGANIZATION:  COMBINATIONS. 


Csix^BiEB  (L.).  £tude  sur  les 
soci^t^  anonymes  en  France  et 
dans  les  pays  voisins.  Paris: 
Larose.    1905.    8vo.    9fr. 

Daviss  (D.  H.).  Cost  of  Municipal 
Trading.  London:  P.  S.  King  A 
Son.    ^o.    2s. 

Davis  (J.  P.).  Corporations :  Their 
Origin  and  Development.  New 
York:  Putnam's,  1905.    $4.50. 

[A  convenient  general  summary. 
Displays  little  evidence  of  original 
research.] 

Dawson  (M.  M.).  The  Business  of 
Life  Insurance.  New  York :  A.  S. 
Barnes  A  Co. 

[An  excellent  work  designed  for 
the  general  public.  Deals  frankly 
and  honestly  with  the  abuses  of 
life  insurance,  and  is  altogether 
the  best  recent  treatise  on  the 
subject.] 

Sttinger  (M.).  The  Regelune  des 
Wettbewerbs  im  modemen  Wirts- 
scliaftssystem.  I  Teil:  Die  Kar- 
telle   in  Oesterreich.    Eine  orien- 


tirende  Darstellung.  Vienna: 
Manz.  1905.  8vo.  pp.  Ix,  267. 
6.80  m. 

[Professor  E.  Menger  contril>- 
utes  an  elaborate  preface.] 

HiBST  ( F.  W. ).  Monopolies,  TrusU 
and  Kartells.  London:  Methuen. 
8vo.    2s.  6(2. 

Lbmaibb  (F.).  La  concession  de 
services  publics,  fitude  th^orique 
et  pratique.  Li^ge:  Poncelet, 
1905.    8vo. 

Tenebelli  (F.  G.).  La  municipal- 
isation  du  pain.  Etude  sur 
les  boulangeries  munici pales  de 
Catane  et  de  Palerme.  Paris: 
Giard  et  Brifere.    1906.    8vo.   2  f r. 

Unsigned.  Denkschrift  iiber  das 
Eartellwesen.  Berlin:  C.  Hey- 
mann.    1906.    8vo     13  m. 

[Announced.  A  report  pre- 
pared by  the  Ministry  of  the  In- 
terior.] 

.    Comune  d!  Venezia:  Prov- 

vedimenti  per  il  servizio  diretto 
del  gas.    Relazione  della  Giunta 
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C,  Fcnv-..     :X6l 
fcjcfai  ::ft3fTt*k  Tig  , 


A:si>EK?ox 

Eacsi   .R.^      La  ctr-Qta^Ciii  Aetje 

proper  arwdtir^  to  show  proAl 
aoi  jom  in  B:i::xt:p*l  trading.] 
Co^AST  (C  A. '.     Wbcre  the  Oip- 
i:Al  Coa»^  Pros.    MocwiTft  Mag.. 

Dar£>ov  (C.  &^.  Tbe  Chioigo 
TraRkw  i^oes^MQ.  Inven.  <^«aiV 
Oct.,  1«I5. 

GoTHEOf  <£.».  Die  Kotu«ntratiQn 
im  Kohlenber^baa  mid  das  prrma^ 
ische  Bere^esen.  Archir  f. 
S>iiahr.,  ToL  2U  Hrft  2. 

Hki.i.eb  (T.K  Eln  KaneUrcrbot  in 
0«»ierrcich-  Jahrb.  t  Xat.  CKeIl, 
Sepc  [Proposed  leeisladon  afainst 
the  prearare  exerted  bv  the  sugar 
Kartell  upon  the  sogar-beet  gn>w> 
en.] 

Hessk  (A.).  Die  HandelsgeaelW 
•chaften  in  Japan.  Jahrh.  1  Nat. 
Oek.,  Oct. 


JjLKACXfO.    LaavilnppoeAi 

Aai^Mjei 

4a:  IH3  al  nol  KildrBa  Soe.« 
:Hefie-UcL  [An  cxeeUent  example 
d  ceoBOMic  tahonUny  i^IkhI 
fmm  the  UnivenilT  of  Turin.] 

.    La  dntiihviMxie  topQ^mfica 

4f£le  aocifii  per  asioni  ifahaiie  e 
r  Lxranento rdativodeila pioDoln 

fn^n.    Jahff^  f.  XaL  Oek.,  Sept., 

o«- 

MKmfH.R).  Xvnktpal  Owner- 
Alp  in  Great  Britain.  Joorn. 
Poiit.  Ema.,  Sept.,l«&  [An  tin> 
taTorable  ^Kwiag  for  municipal 
ovnership^] 

ScnoLum  (6.).  Dm  VctliihiilM 
4er  KaitcUesiim  Sinato.  Jahrb. 
f.  GeMC^g.,  190&,  Heft  4.  [An 
addreaaatthe  September  meeting 
ef  tbe  Vcnin  for  Sodalpolitik. 
It  propoega  the  renlation  of  the 
movement  toward  IndtMtrial  oon- 


so'tidatioa  hj  government  repre- 
aentation  upon  the  directing 
boards  of  the  great  eompaniesaiM 
by  dirision  with  the  state  of  all 

»fite  above  10  per  eenL] 
Hrmr  (£.  B.).    Pablic  Owner- 
ship     in    Xew     YoA,     Intern. 
Qoait.,  Oct..  19(& 
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Cabo  (G.).  Beitrige  sor  alteren 
deotachea  Wirtachafts-  nnd  Yerfas- 
sungsgesdiichte.  Leipzig:  Yot 
A  1  o.     1905.    3.50  m. 

Cabtagheri  (£.).  Sulla  persistenm 
dei  *'  Collegia  **  romani  nelle  oor- 
porazioni  d*  aiti  e  mestieri  medi»- 
vali.    Turin:  Bona.     19l»5. 

Clavabi  (L.)  and  Setebixo  (A.). 
La  vita  della  posta  nella  leggenda, 
nella  storia  e  nell'  attiviti  nmana. 
Bari:  Gius.  I^tersa  e  fl^  190o. 
8vo.    pp.  399.    5  L 

CoLLETTX  (£.).  Les  loires  et  mar- 
ch^ k  Dijon.  Dijon.  1905.  8vo. 
pp.  107. 

Cbombe  (J.)*  Organisation  du  tra- 
vail k  Ronbaix  du  quinzi^me  sl^le 
k  la  Revolution.  LUle:  Camille 
Robert    1906.    8vo.    pp.  134. 

Ehbenbebq    (R.).     Grosse    Ver- 


mogoL,  ihre  Kntstehnng  nnd  Be- 
deotung.  Band  L:  Die  Pittger- 
Boihsdiikl-Kmpp.  t  erganste 
AuHage.  Jena:  G.  Pisdier.  190S. 
ava    pn.  221.    3  m. 

Bujs  (£llen  D.).  An  Introdnction 
to  the  History  of  Sugar  as  a  Com- 
modity. PhlladelpUa:  John  C. 
Winston  Co.  1905,  8vo.  pp.117. 
[In  Bryn  Mawr  College  Mono- 
graphs. Traces  industriously  the 
history  of  sugar  to  the  close  of 
the  17Ui  century.] 

PuLHM  (H.).  Der  wiitsch.  Kieder- 
gang  Freiburgs,  und  die  Lage  der 
stadUschen  Grundeigentums  in 
14-15  Jahrbunderts.  Karlsruhe: 
G.  Braun.  1905.  8vo.  pp^  187. 
3.20  m. 

[In  Volksw.  Abhandlungen  der 
badischen  Hochschulen.] 
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GiLUODTB      TAN     SbVBBBK     (L.). 

Cartolaire  de  Tancienne  estaple  de 
Brnges.  Recueil  de  docnments 
concerDADt  le  commerce  int^rienr 
et  maritime,  lea  relations  inter- 
nationaleset  Thistoire  ^conomique 
de  cette  yille.  2  vols.  Bruges: 
L.  de  Planche.  1904,  1906.  8vo. 
pp.  747,744.    30  fr. 

CrOMBL  (C).  Histoire  financi^re  de 
la  Legislative  et  de  ia  Convention. 
Vol.  II.    Paris:  1906. 

[The  first  volume  of  this  excel- 
lent work  appeared  in  1903.] 

Gray  (B.  K.).  A  History  of  Eng- 
lish Philanthropy  from  the  Disso- 
lution of  the  Monasteries  to  the 
Taking  of  the  First  Census.  Lon- 
don: P.  S.  King  A  Son.  1906. 
8vo.    pp.  300.    7«.  M, 

[A  brief  but  scholarly  history  of 
English  philanthropy  from  the  dis- 
solution of  the  monasteries  to  the 
end  of  the  18th  century.] 

Hbck  (P. ).  Beitrage  zur  Geschichte 
der  St&nde  im  Mittelalter.  IL 
Der  Sachsenspiesel  und  die  Stande 
der  Freien.  HaSe:  M.  Niemeyer. 
1905.    8yo.    pp.  888.    22  m. 

Hbtnbn  (R.).  Zur  Entstehung  des 
Kapiulismus  in  Venedig.  Stutt- 
gart: Cotta.  1906.  8vo.  pp.  136. 
3  m. 

[In  Munchener  Yolksw.  Stu- 
dien.] 

HiKOJOSO  (E.  de).  £1  regimen 
sefiorial  y  la  cuesti6n  agraria  en 
Catalufia  durante  la  edad  media. 
Madrid:  de  ForUnet  1906.  8yo. 
pp.  396.    7.50  p. 

HocHSTBTTBB  (F.).  Die  wirthsch. 
nndpolit.  Motive  fur  Abschaffung 
des  britischen  Sklavenhandels  in 
1806-1807.  Leipzig:  Duncker  A 
Humblot.  8vo.  pp.  130.  3  m. 
rin  Schmoller*s  Porschungen.] 

Lb  Cacheitx  (P.,  editor).  Le  Uvre 
de  comptes  de  Thomas  Du  Marest, 
cur6  de  Saint  Nicolas  de  Coutances 
(1397-1433).  (Soc.  de  Thist.  de 
Normandie.)  Paris:  Picardetflls. 

1905.  8vo.    pp.  280. 

LoNCAO  (£. ).  Suto,  chiesa  e  famig- 
lia  in  Sicilia  dalla  caduta  delP  im- 

rro  romano  al  regno  normanno. 
Le  invasioni  vandaliche  e  il 
regno  del  Goti:  Studf  di  economia 
e  diritto.     Palermo:     A.  Reber. 

1906.  8vo.    pp.  129.    4 1. 


Maktoux  (P.).  Le  revolution  In- 
dustrielle  au  XVIII«  si^cle.  Essai 
sur  les  commencements  de  la 
grande  Industrie  modeme  en  Ang- 
leterre.  Paris:  Bellais.  1906. 
8vo.    pp.  660.     10  f  r. 

MoNTicoLo  (G.,  editor).  I  capito- 
lari  delle  arti  veneziane  sottoposto 
alia  Giustizia  e  poi  alia  Giustizia 
Vecchia  dalle  origin!  al  MCCC- 
XXX.  2  vols.  Rome.  1906.  8vo. 
pp.884.    201. 

Kaoaoka  (M.  H.).  Histoire  des 
relations  du  Japon  avec  1' Europe 
aux  XVI«  et  XVII*  si^clet. 
Paris:    Jouve.    1906.    8vo. 

Ntbop  (C,  editor).  Danmark^  Gilde- 
og  Lavskraaer  fra  Middelalderen. 
Vols.  I.,  II.  Eopenhagen:  G.  B. 
C.  Gad.    1899,  1904. 

[An  important  contribution  to 
the  materials  for  gild  history.] 

Sbrbbs  (B.  de).  Recherches  sur 
divers  services  publics  du  XIII 
au  XVII  si^le.  II.  Notices  rela- 
tives an  XIV  siMe.  Paris:  Al- 
phonse  Picard  et  fils.  1904.  10  fr. 
[A  valuable  contribution  to  the 
financial  history  of  France.  The 
first  volume,  dealing  with  the  13th 
century,  appeared  in  1896.] 

Wbckeblin  (J.  B.).  Le  drap  **  es- 
carlate^*  au  moyen  fige.  Lyon. 
1906.    8vo.    6fr. 

In  PeriodiealB, 

Aftalion  (A).  Le  d^velopp«nent 
de  la  fabrique  et  le  travail  k  domi- 
cile dans  les  industries  de  rhabille- 
ment.  Rev.  d'Econ.  Pol.,  OcU- 
Nov.-Dec. 

CiiABK  (A.).  Serfdom  on  an  Essex 
Manor  (1308-1378).  Eng.  Hist. 
Rev.,  July. 

G5LLBB  (£.).  Der  Liber  Taxarum 
der  papstlichen  Kammer:  eine 
Studie  iiber  seine  Entstehung  und 
Anlage.  Quellen  und  Forschung- 
en  aus  italienischen  Archiven  und 
Bibliotheken,  Vol  VUI.,  Heft  1 
and  2. 

HoLZAPFBL  (H.).  Le  originl  dei 
monti  di  pietik  (1462-1615).  La 
Verna,  1906  (a  Franciscan  period- 
ical). 

Jeksen  (O.).  The  *'  Denarius  Sancti 
Petri "  in  Enslaud.  Transactions 
of  the  Royal  Historical  Society, 
Vol.  XIX.,  1906. 
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Lbohard  (Mias  E.  M.).  The  In- 
cloture  of  Commcm  Fields  in  the 
SeTenteenih  Century.  Transac- 
tions of  the  Royal  Historical  So- 
ciety, Vol.  XIX,  1905.  [Contrib- 
ntes  some  new  material  to  the 
subject,  but  no  new  point  of  view.] 

Mahaim  (E.  ).  Les  debnU  de  P ^tab- 
Usseroent  John  Cockerill  i^  Seraing. 
L  Vierteljahrschr.  f.  8oc-  u. 
Wirtschafugeschichte,  1905,  Heft 
4.  [Touches  a  phase  of  the  In- 
dustrial Revolution  <m  the  Conti- 
nent.] 

Malj>kn  (H.  £.).  Bondmen  in 
Surrey  under  the  Tudors.  Trans- 
actions of  the  Royal  Historical  So- 
ciety, Vol.  XIX.,  1905. 

MntoT  (L.).  I^e  r^Ublissement  des 
aides  en  1382-1383.  ReT.  des 
Quest.  Hist.,  April,  July. 

MttLLBB  (J.).  Das  Rodwesen 
Bayems  una  Tirols  im  Spatmittel- 
alter  und  su  Beginn  der  Neuzeit. 
II.  Vierteljahrschr.  f.  Soc-  u. 
Wirtschaf tsfl^schichte,  1905,  Heft 
4.  [A  contnbution  to  the  history 
of  transportation  between  Ger- 
many and  Italy.] 

Otto  (W.).    Aus  der  Gesellschafts- 

rschichtedesAltertums.  Zeitschr. 
Social w.,  Nov.,  Dec  [A  critical 


survey  of  the  third  volume  of 
Beloch*s  Greek  History.] 

Pkisker  (J.).  Die  alteren  Bexie- 
hungen  der  Slawen  zu  Tuikota- 
taren  und  Germanen  und  ihre 
sosial-geschichtliche  Bedeutung. 
Vierteljahrschr.  f.  Soc-  u.  Wirt- 
schaftsgeschichte,  1905,  Heft  4. 
[Concluding  section  of  a  sugges- 
tive paper.] 

PuDOB  (H.).  Die  Gescliichte  der 
Komhausgenossenschaften  in  Por- 
tugal. Jahrb.  f.  Nat  Oek.,  Sept 
[Based  upon  Luiz  de  Castro,  Le 
Portugal  au  point  de  vue  atnicole, 
190a] 

SBSLiexB  (G.).  Forschungen  zur 
Geschichte  der  Gnindherrschaft 
im  friiheren  Mittelalter.  Hist 
Vierteljahrschrift,  1905,  Heft  3. 

VmoeBADOFF  (P.).  Zur  Wergeld- 
frage.  Vierteljahrschr.  f.  Soc-  u. 
Wirtschaftsgeschichte,  1905,  Heft 

Wbbbb  (M.).  Die  protestantische 
Ethik  und  der  ''  Gelst ''  des  Kapi- 
talismus.  II.  Die  Berufsidee  aes 
asketischen  Protestantismus.  Ac^ 
chiv  f.  Sozlalw.,  Vol.  21,  Heft  1. 
[An  interesting  and  suggestive 
contribution  to  the  inner  history 
of  modem  capitalism.] 


XII.     DESCRIPTION  OF  INDUSTRIES  AND   RESOURCES. 


Anadoli.  L' empire  dn  travail.  La 
vie  auz  Etats-Unis.  Paris:  Plon- 
Nourrit  1905.  16mo.  pp.  296. 
3.60  fr. 

Gannett  (H.)  and  Othebs.  Com- 
mercial Geography.  New  York: 
American  Book  Co.  1905.  12mo. 
pp.  412. 

[A  serviceable  elementary  text, 
of  the  usual  tyi>e.] 

Hornuno  (£.).  Entwickelung  und 
Niedergang  der  hannoverschen 
Leinwandindustrie.  Hanover: 
Helwing.  1905.  8vo.  pp.  154. 
4  m. 

Lbqibr  (£.).  La  Martinique  et  la 
Guadeloupe.  Considerations  €co- 
nomiques  sur  Tavenir  de  la  cul- 
ture de  la  canne.  Paris:  Challa- 
mel.    1905.    8vo.    6fr. 

Lbroy-Bbaulieu  (Pierre).  The 
United  States  in  the  Twentieth 
Century.    Translated  by  H.  Ad- 


dington  Bruce.    New  York:  Funk 
A  Wagnalls.    1905.    8vo.  pp.  396. 

[A  good  translation  of  this  use- 
ful work.] 
Levy  (H.).  Die  Suhlindnstrie  in 
den  Vereinigten  Staaten  in  ihren 
heutigen  Produktions  und  Ab- 
satzverhaltnissen.  Berlin :  J. 
Springer.    8?o.    pp.  872.    7  m. 

I A  thorough  monograph:  the 
author  is  Dozent  at  Halle.  A 
sketch  of  the  history  of  the  iron 
industry  is  followed  by  an  elabo- 
rate account  of  its  present  state, 
cost  of  production,  the  Steel  Cor- 
poration, and  especially  the  Steel 
Rail,  Tin  Plate,  and  Wire  combi- 
nations. The  author  looks  for- 
ward to  an  increase  of  the  export; 
of  crude  iron  and  steel  from  the 
United  SUtes.] 
Paasche  (H.).  Die  Zuckerproduk- 
tion    der  Welt.      Ihre   wirthsch. 
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Bedeatong  and  staatliche  Belast- 
ang.  Leipzig:  Teubner.  1906. 
8vo.    pp.842.    7.40  m. 

[In  Teubner'8  series  Handbucher 
for  Handel  and  Gewerbe.] 
Rauchbxbo  (H.).  Der  nationale 
Besitxstand  in  Bohmen.  Leipzig: 
Dancker  A  Hnmblot.  3  vols. 
8to.    pp.  717,  427,  26.    28  m. 

[An  elaborate  inqairy  on  the 
present  sitaation  as  between  €^- 
mans  and  Czechs  in  Bohemia; 
largely  on  qaestions  of  population, 
bat  also  on  occupations,  land 
ownership,  wages.  VoL  L  con- 
tains the  text,  vol.  II.  statistical 
tables,  YoL  III.  charts  and  diar 
grams.] 
Stbinmank  (A.).  Die  ostschweizer- 
ischeStickerei-Industrie*  Volksw.- 
soziale  Studie.  Zurich:  £.  Rascher. 
1906.    Svo.    pp.  216.    3.50  m. 

rin  Zuricher  Volksw.  Studien, 
edited  by  H.  Herkner.] 
Thsbt  (Ed.).  La  Gr^ce  actuelle  an 
point  de  yue  ^conomlque  et  finan- 
cier. Paris:  Key.  1905.  18mo. 
3.50  fr. 
Wolff  (H.).  Der  Spessart.  Sein 
Wirthschaftsleben.  Hit  Tabellen 
and  einer  Spessartkarte.  Aschaf- 
fenburg:  C.  Krebs.  1906.  8vo. 
pp.  493.    10  m. 

[An  elaborate  description  of  the 
Spessart  region  in  Western  Ger- 
many.] 
Uksionbd.  Der  deutsche  Kauf- 
mann.  Leipzig:  B.  G.  Teubner. 
1906.    8vo.    8  m. 

[An  elaborate  manual  for  busi- 
ness men,  on  the  co-operatlye  plan, 
fathered  by  the  German  Verband 
fur  das  kaufmannische  Unter- 
richtswesen.  The  several  sec- 
tions, by  various  writers,  treat  of 
the  economic  geography  and  eco- 
nomic history  of  Germany,  estab- 
lishment and  management  of  a 
business,  book-keeping,  money  and 
credit,  transportation  and  freights, 
business  law.  insurance,  taxation. 
There  is  a  full  index.] 

.    Der    deutsche   Grosskauf- 

mann.    Leipzig:  B.   G.  Teubner. 
1906.    8yo.    8  m. 

[A  manual,  like  the  preceding, 
for  wholesale  dealers,  containing 
sections,  by  different  hands,  on 
fundamental   principles    of    eco- 


nomics, economic  geography  of 
leading  countries,  international 
trade  and  foreign  exchange,  trans- 
portation between  countries,  cus- 
toms duties,  and  the  like.] 

.    Handbuch  der  Wirtschafts- 

kunde  Deutschiands.  Leipzig:  B. 
G.  Teubner.  1901-04.  4  vols. 
8yo. 

[In  connection  with  the  preced- 
ing, we  note  this  older  series,  pub- 
lished in  1901-04,  on  the  same 
general  subject  of  commercial  edu- 
cation and  information.  Vol.  I., 
Die  WirthschaftUchen  Grundla- 
gen,  pp.  389,  10  m.  Vol.  II.,  Die 
land-  und  forst-wirthschaftlichen 
Gewerbe,  pp.  269,  6  m.  Vol.  ni.. 
Die  Hauptindnstrien,  pp.  1069,  30 
m.  VoL  IV.,  Handel  und  Ver- 
kehr,  pp.  766, 18  m.  Maps  are  in 
all  the  volumes.] 

In  Periodicals. 

BxBNAT  (Et.).  Le  d^veloppement 
^conomique  et  i)olitique  de  lia  Hon- 
groie.    Rev.  icon.  Intern.,  Oct 

Cattibb  (S.).  La  Belgique  au  d<- 
but  da  XX«  si^de.  Rev.  Econ. 
Intern.,  Dec.  [A  rather  pessimis- 
tic forecast  by  a  Belgian  engineer 
of  the  coming  exhaustion  of  the 
Belgian  mines,  and  of  decline  in 
other  economic  fields.] 

Dannsnbebo  (A.).  Eohle  und 
Kohlenversorgung  "  im  femen 
Osten."  Jahrb.  f.  Nat.  Oek., 
Nov. 

Ephbaim  (H.).  Organisation  und 
Betrieb  einer  Tuchfabrik.  Zeit- 
schr.  f.  d.  ges.  Staatow.,  1906, 
Heft  4. 

GoTHEiN  (G.).  Die  preussischen 
Berggesetznovellen.  Archiv  f. 
SozHw.,  Vol.  21,  Heft  1. 

LiBFMAKN  (R.).  Zur  heutigen  Lage 
derdeutschen  Grosseisenindustne. 
Jahrb.  f.  Nat.  Oek.,  Nov. 

Shaxbb  (N.  S.).  The  Exhaustion  of 
the  World's  Metals.  Intern. 
Quart,  July,  1905. 

VoGKL  (F.).  Die  wirtschaftllche 
Bedeutung  deutscher  Gebirgswas- 
serkrafte.  Zeitschr.  f.  Socialw., 
Oct  FA  brief  proposal  that  the 
state  should  control  and  utilize  the 
mountain  water-supply  for  indus- 
trial purposes,  especially  for  elec- 
trical power  in  iU  railroad  system.] 
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Bi6Ei>ow  (IL  M.)  Mid  OiSKBa. 
C^ntnliration  and  the  Iaw. 
Boston:  Linte.  Brovn  4k  Co. 
1»J6.     ISnw.    pp.  2d6. 

[Of  iniereat  to  ecooofBiJtB  as  ««U 
aa  to  lawren.  Ho4ds  that  law  is 
''the  f Tpriiog,  monor  lev  de- 
fleeted  by  opposition,  of  the  domi- 
nant force  In  society  *\  and  illiis- 
tnues  this  thesis  by  refiereDce  to  the 
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THE  INFLUENCE  OF  THE  CROPS  UPON  BUSI- 
NESS IN  AMERICA. 

Fluctuations  in  business  prosperity  result  from  a  wide 
assortment  of  causes.  They  are  variously  attributed  to 
epidemic  states  of  mind,  to  changes  in  legislation,  to  the 
development  of  new  industrial  processes,  to  the  opening 
of  new  trade  routes,  to  excesses  in  banking,  or,  again,  to 
changes  in  the  methods  of  industrial  organization.  With 
all  of  these  factors,  men  may,  by  taking  thought,  foresee 
in  some  degree  their  movement,  and  in  some  measure  may 
control  their  outcome.  Business  welfare  in  every  conmiu- 
nity  depends,  however,  very  largely  upon  another  set  of 
factors,  whose  caprices  none  can  predict  and  none  can 
govern, — factors  which  are  closely  connected  with  condi- 
tions of  weather  and  of  temperature.  As  there  is  no  coun- 
try Tdiere  agriculture  is  not  pursued  or  where  agricultural 
products  are  not  used  either  as  foodstuffs  or  as  raw  ma- 
terials, there  is  no  country  where  the  chance  conditions 
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of  vemiber  are  doc  of  lital  coDseqncBee.  Nor  is  the  inflo- 
cBce  of  the  harrcAs  eoofined  mitiy  to  ngricaltiiral  aresB 
awl  ocrapaooos.  It  rearim  Ev  berond  the  Selds.  It 
affects  manufaruirbg  awl  transportatioD  mtereBtB,  bank- 
ing asd  foreign  trade,  anl  is  respoDflSile  for  many  d  the 
larger  deviauoos  in  comzxkercial  prosperity. 

The  produrt  of  agritulnire  differs  from  the  output  of  all 
other  branches  of  produrdoo  in  beiqg  ao  largely  indqMn- 
dent  of  human  regulatiooasd  so  little  adjustable  inamount 
to  demand.  This  results  not  merdy  from  the  dqiendoice 
of  the  harvests  upon  meteorologic  oondBtions,  over  which 
man  obviously  has  neither  control  nor  prc^hetic  viskm, 
but  also  from  the  fact  that  the  agricultural  ou^ut  is  in 
most  cases  produced  by  a  far  greater  number  of  discon- 
nected individuals.  The  several  erope  are  grown  upon  a 
countless  number  ot  widdy  scattered  farms,  the  owners 
ot  which  in  each  case  are  of  necessity  ignorant  for  the 
most  part  of  the  intentions  and  operations  ot  other  i»t>- 
ducers.  Even  were  there  no  uncertainties  ot  weather  to 
cont^id  against,  there  would  still  be  soious  and  unfore- 
seeable maladjustmoits  of  supjdy  because  of  the  inability 
of  individual  {H-oduco^  to  gauge  the  total  output, — an 
inability  which  is  obviously  more  marked  in  the  case  of 
agriculture  than  in  dther  mining  or  manufacture. 

In  the  following  pap^  we  shall  study  the  influence  of 
this  peculiarly  fortuitous  factor  upon  general  business, 
and  attempt  to  measure  the  extent  of  its  responsibility 
fcH*  the  advances  and  reverses  of  trade  in  America  during 
the  past  thirty  or  forty  years. 


I. 

One  can  easily  discern  four  or  five  important  wajrs  in 
which  general  business  conditions  are  likely  to  be  affected 
by  the  success  or  failure  of  the  crops. 
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(1)  In  the  first  place  the  size  of  the  crops  exerts  a  con- 
siderable influence  over  the  community's  power  to  pur- 
chase other  goods.    If  the  season  has  been  successful,  the 
farmer  is  almost  sure  to  increase  his  expenditures,  and  use 
at  least  a  part  of  his  new  earnings.    He  may  build  an  ad- 
dition to  his  houseor  erect  a  new  barn,  or  he  may  purchase 
a  piano  or  a  new  buggy  or  new  house  furnishings  or  new 
clothes  for  himself  and  his  family.    Even  if  he  does  not 
use  all  of  the  additions  to  his  income  himself,  but  deposit? 
some  of  them  in  the  banks,  they  will  none  the  less  help  to 
swell  the  market  for  other  goods  in  the  hands  of  other  cus- 
tomers of  the  bank.    If,  further,  on  accoimt  of  a  plentiful 
harvest,  the  prices  of  food  and  of  certain  sorts  of  clothing 
are  reduced,  another  result  to  be  expected  is  that  people 
in  general  outside  of  agricultural  pursuits  will  have  more 
to  spend  upon  other  things.    A  boimtiful  harvest  is  thus 
significant  for  almost  all  of  the  occupations  in  a  commu- 
nity.   It  involves  an  immediate  expansion  of  the  demand 
for  the  most  varied  sorts  of  merchandise,  and  the  economic 
machine  in  most  of  its  branches  is  apt  to  be  stimulated  to 
some  extent  through  increased  consumption.    On  the  other 
hand,  when  the  agricultural  output  fdls,  the  farming  pop- 
ulation is  at  once  obliged  to  retrench,  to  forego  contem- 
plated improvements  in  their  farms,  to  curtail  many  of 
the  usual  or  expected  expenditures,  perhaps  even  to  with- 
draw deposits  from  banks,  and  so  abridge  the  working 
capital  of  others.    If,  too,  the  prices  of  breadstuffs  and 
meats  rise,  many  of  the  rest  of  the  commimity  will  have 
to  devote  a  part  of  what  they  are  accustomed  to  spend 
upon  other  things  to  the  purchase  of  food.    They  will  have 
to  abstain  from  some  of  their  usual  purchases  in  order  to 
buy  these  necessaries  of  life.    At  such  times,  then,  not 
only  will  the  industries  which  produce  primarily  for  the 
farmers  feel  the  pinch  of  reduced  consumption,  but  other 
industries  as  well,  which  produce  objects  that  in  ordinary 
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thne»  Te  cumumeJ  by  the  iiiww  i  of  mca,  T^eHothing 
trades,  for  example,  maj  be  eniccted  lo  Mk  the  dff ereoee, 
and  the  hqoar,  tobacro,  and  other  anular  oceupations  are 
also  Hkdj  to  be  affected. 

(2)  In  the  serocd  plare  the  tctt  sotrencj  of  a  large  part 
of  the  agriralmral  popolatkicu  and  of  those  connected  by 
boaiDeflB  reiatioos  vith  them,  depends  to  a  conakkraUe 
degree  upon  the  ootcoaae  of  the  year  s  hanrest.  Whether 
€r  not  the  fanner  will  be  able  to  repay  loans  which  he  has 
coQtracted,  whether  or  not  he  will  be  able  to  settle  his 
bQls  with  tradesmen  and  dealers,  and  whether  or  not  he 
can  pay  for  his  agriniltural  machinery  and  farm  improve- 
ments, will  in  many  cases  be  decided  by  the  sise  of  the 
crop.  If  the  crop  fails,  his  various  creditors,  the  banker 
who  has  lent  him  money,  the  mortgagee  ot  his  form,  the 
diopkeepers  from  whom  he  has  boq^t  his  sni^dies,  and 
any  others  to  whom  he  is  indited  will  either  have  to  wait, 
or,  if  they  force  a  settlemoit,  will  not  improbaUy  suffer 
losses.  If  these  delinquencies  occur  upon  too  wide  a 
scale,  the  failure  in  agriculture  may  be  propagated  into 
other  fidds,  and  bankruptcies  among  bankers,  dealers,  and 
manufacturers  may  ensue.  If  the  harvest,  on  the  other 
hand,  is  good,  and  can  be  marketed  at  profitaUe  prices, 
the  capital  of  the  affiliated  crediUx^s  will  once  more  be  set 
free  and  made  ready  for  new  actitivies. 

(3)  In  the  third  {dace,  in  a  country  where  agricultural 
products  form  an  impcHtant  factor  in  the  foreign  oommarce, 
the  sise  of  the  crops  wiU  exert  a  considerable  influence 
iqx>n  the  balance  of  trade  and  the  intanational  move- 
ment of  gold.  The  extait  of  the  bank  resa^ves  in  the 
great  financial  centres  and  the  contraction  or  e3q>ansion 
of  general  credit  may  in  consequence  dep^id  most  impor- 
tantly upon  the  output  of  the  season's  harvests.  This 
consideration  is  of  peculiar  concan  in  the  United  States, 
where  imtil  quite  recently  two-thirds  or  mate  of  the  total 
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exports  have  ccmsisted  of  such  produce.^  When  the  Amer- 
ican crops  are  abundant,  our  exports  very  naturally  tend 
to  increase,  and  gold  imports  are  apt  to  occur.  That 
in  turn  means  large  cash  holdings  in  the  banks,  with, 
under  normal  conditions,  the  accompaniments  of  expand- 
ing credit  and  buoyant  trade.  When,  on  the  other  hand, 
the  crops  fail,  the  movement  of  exports  and  of  gold  swings 
in  the  contrary  direction,  and  in  that  event  we  are  apt  to 
be  confronted  with  dwindling  bank  reserves,  a  contingent 
contraction  of  the  general  credit,  declining  business,  and 
less  activity  in  trade. 

(4)  Again,  the  size  of  such  crops  as  are  not  consumed 
in  the  locality  of  their  production  is  of  great  significance 
for  the  transportation  interests.  One  has  only  to  observe 
the  fluctuations  in  railway  earnings  month  by  month  dur- 
ing the  course  of  any  normal  year  to  realize  how  important 
a  factor  the  harvests  are  in  railway  affairs.  It  is  in  the 
months  of  the  harvests,  from  August  to  December,  that 
railway  traffic  and  railway  earnings  normally  reach  their 
highest  levels,  the  earnings  not  unfrequently  being  thirty 
to  40  per  cent,  higher  in  September  or  October  than  in 
May  or  Jime.  A  bumper  crop  in  the  case  of  a  commodity 
like  wheat,  which  is  so  largely  consumed  at  a  long  distance 
from  the  place  of  its  production,  is  consequently  a  source 
of  great  profit  to  the  railroads  concerned,  while  a  poor  crop 
means  diminished  traffic  and  reduced  earnings. 

(5)  Finally,  the  success  or  failiu-e  of  certain  crops  is  also 
of  significance  for  those  industries  into  which  the  crop 

Bxportt  of  agrir  ExpcrtM  of  aori- 

cuUwral  prod-  euUural  prod- 

vctM^  per  emt.  veto,  per  emt. 

of  Mai  exportt,  of  total  txporU, 

^Yiar,  Percent.  Year,  Percent, 

IgOO 74.51  1808 70.64 

1891 73.69  1899 65.19 

1802 78.60  1900 60.98 

1803 74.05  1901 64.62 

1804 72.28  1902 62.83 

1806 69.73  1903 62.73 

1806 66.02  1904 69.48 

1807 66.23  1905 56.03 
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enters  as  a  raw  materiaL  A  faflmre  of  the  wheat  crop  will 
obvkNriT  depresB  the  miUmg  industry,  and  a  failure  of  the 
cotton  crop  will  curtail  the  famingB  of  the  cotton  fac- 
tories, not  only  those  in  the  vicinity  of  the  cotton-growing 
States,  but  those  in  New  or  old  England  as  wdL  A  fail- 
ure d  the  com  crop  similarly  will  diminish  the  profits  of 
cattle  raisii^,  may  work  injury  to  the  packing  interests, 
and  to  some  extent  may  affect  also  the  distillers  of  whiskey. 

There  are,  then,  five  important  ways  in  which  the  condi- 
tions of  agriculture  are  likdy  to  influence  general  business: 
(1)  by  affecting  the  conmiunitys  consumption  of  other 
goods;  (2)  by  affecting  the  scdvoicy  and  credit  of  farmers 
and  those  engaged  in  dealings  with  than;  (3)  by  affecting 
the  balance  of  trade  and  the  bank  reserves;  (4)  by  affect- 
ing tranflp(M-tati<Hi  interests;  (5)  by  affecting  manufact- 
uring interests  for  which  the  agricultural  product  is  a  raw 
material. 

Obviously,  the  greater  the  i»x>portion  of  the  population 
of  a  country  that  is  aigaged  in  agriculture,  the  more  se- 
verely the  country  wiU  be  affected  by  a  sudden  fluctuation 
in  the  crops;  and,  as  so  large  a  proportion  of  the  American 
people  are  occupied  with  agricultural  pursuits,  we  should 
naturally  expect  the  condition  of  the  crops  to  be  of  greater 
influence  upon  trade  conditions  in  this  than  in  many  other 
coimtries.  Those  who  live  in  the  large  cities  or  are  familiar 
only  with  such  infertile  regions  as  the  Atlantic  seaboard 
are  apt  to  forget  that  we  are  still  very  largely  an  agricult- 
ural people.  According  to  the  census  of  1900,  out  of 
a  total  of  twenty-nine  million  persons  reckoned  as  gwi- 
fully  occupied,  more  than  ten  millions  were  engaged  in 
agricultural  pursuits.  That  is  to  say,  more  than  one-third 
of  those  engaged  in  gainful  occupations  were  connected 
with  farming  of  one  or  another  sort.  We  should  natu- 
rally expect,  then,  the  output  of  agriculture  to  be  of  pecu- 
liarly intimate  and  conspicuous  influence  upon  general 
business  conditions  in  the  United  States. 
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II. 

At  the  same  time  there  are,  needless  to  say,  other  fac- 
tors than  the  output  of  our  farms  which  may  affect  our 
prosperity,  and  whose  influence  may  quite  outweigh  the 
influence  of  our  harvests. 

(1)  First,  it  will  be  noted  that  in  the  case  of  those  agri- 
cultural products  which  belong  in  large  degree  to  foreign 
trade  the  financial  success  or  failure  of  the  harvest  in  any 
given  locality  depends  to  some  extent  upon  the  output  of 
the  same  product  elsewhere.  An  unusually  large  harvest 
in  this  coimtry,  if  accompanied  by  small  harvests  abroad, 
obviously  means  prosperity  for  the  American  farmers, 
means  large  exports  and  high  prices,  tends  to  mean  in- 
coming gold  and  expanding  credit.  But,  if  accompanied 
by  excessive  crops  abroad  and  flagging  demand,  it  means, 
on  the  other  hand,  extraordinarily  low  prices,  diminished 
exports,  and  depression  in  agriculture,  if  not  in  general 
trade.  We  have  examples  of  each  of  these  situations  in 
the  period  centering  about  1880.  In  1879  the  wheat  crop, 
the  corn  crop,  and  the  cotton  crop  were  all  the  greatest 
ever  known  in  our  history  up  to  that  time.  But  in  Eng- 
land and  Europe  the  wheat  crop  was  a  failure  on  accoimt 
of  excessive  rain  and  cold,  and  in  India  the  cotton  crop 
was  a  partial  failure.  We  had  then  the  conditions  which 
would  naturally  result  in  prosperity  for  agriculture  and 
flourishing  trade.  In  1880  these  conditions  were  repeated. 
All  three  of  these  crops  in  America  exceeded  even  the  levels 
of  1879,  and  the  foreign  crops  again  ran  short.  There  re- 
sulted, as  every  one  knows,  a  business  development  rapid 
beyond  all  parallels  in  our  previous  commercial  history. 
But  note  the  situation  only  two  years  later.  The  American 
wheat  and  cotton  crops  in  1882  exceeded  even  the  record- 
breaking  totals  of  18SD,  and  the  com  crop  was  the  largest, 
with  one  exception,  in  our  history.    But  in  that  year  the 
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countries  <tf  Europe  also  produced  the  greatest  total  wheat 
output  in  their  history.  The  pnee  fd  wheat  in  America 
accordinf^  fdl,  and  the  amount  exported  was  strikin^y 
diminiriied.  The  market  for  cotton  also  proved  to  be 
overstocked,  and  the  price  of  cotton  likewise  underwent 
a  serious  decline.  There  was  no  new  devdcqHn^it  of 
busmesB,  no  great  revival  ct  proepenij  after  the  harvests 
ot  1882.  Althou^  the  crc^  of  wheat  and  cott<m  wore 
the  most  abundant  that  America  had  ever  known,  the 
fdlowing  year  was  odb  ot  ''steadfly  increasing  d^H^seion." 
So  also  two  years  later,  in  1884,  the  American  wheat  and 
com  crops  once  mxsre  bulked  larger  than  ever.  All  pre- 
vious records  t(x  thdr  siie  were  brokai;  but  here  again 
the  records  of  the  rest  ot  the  world  for  output  were  also 
brokai,  and  the  i»rice  of  wheat  in  consequooce  declined  to 
the  lowest  level  it  had  yet  touched  during  the  coitury, 
and  the  value  of  the  total  crop  in  the  end  i»x>ved  less  than 
it  had  been  in  any  year  since  1878.  The  agricultural  out- 
put in  America  in  1884,  as  in  1882,  would  have  led  one  to 
expect  a  fresh  outburst  of  general  activity,  but  the  move- 
ment in  the  latta*  case  as  in  the  form&r  was  checked  by  the 
concurrent  abundance  abroad,  and  the  year  that  fdlowed 
in  each  case  ronained  one  of  marked  depression. 

(2)  In  the  second  place,  even  where  the  country  is  blessed 
with  the  desired  conjunction  of  domestic  crop  abundance 
and  fordgn  crop  failures,  the  revival  oi  business  activity 
may  be  prevented  by  the  operation  of  other  influences. 

In  1891  the  wheat  crop  failed  every^diere  in  Europe, 
and  this  occurred  on  the  top  of  two  serious  harvest  sh(Ht- 
ages  in  1889  and  1890.  At  the  same  time  the  American 
crop  proved  larger  than  evo*, — proved  larger,  in  fact,  by 
one  hundred  million  bushels  thui  the  record  crop  b^ore 
that  date.  The  export  of  grain  ran  evai  beyond  the  enor- 
mous exp<H*t8  oi  1879  and  1880,  and  reached  in  the  ensuing 
year  the  highest  level  ever  known  before  or  once.    The 
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cotton  fields  also  turned  out  by  far  the  largest  crop  on 
record  up  to  that  tune,  and  our  exports  of  cotton  exceeded 
all  precedents*  The  corn  crop  was  also  abimdant,  bemg, 
-with  one  exception,  the  largest  ever  harvested.  And  yet, 
with  all  these  favoring  conditions,  with  bumper  crops  in 
all  lines  in  this  country  and  scant  crops  abroad,  with 
record-breaking  shipments  of  wheat  and  cotton,  with  the 
heaviest  export  trade  ever  known  in  the  history  of  our 
country,  and  the  most  favorable  balance  of  trade  in  a 
decade,  there  was  no  extraordinary  outburst  of  activity 
in  general  trade,  no  such  expansion  of  business  as  had 
occurred  a  dozen  years  before  imder  similar  circumstances. 
No  matta-  what  we  select  as  a  gauge  of  prosperity,  we  find 
the  same  evidence  of  a  relatively  slack  development  in 
the  early  nineties,  as  compared  with  either  the  upward 
movement  of  the  early  eighties  or  that  of  a  decade  later. 
We  may  take  the  statistics  of  the  per  capita  foreign  trade, 
or  the  railway  earnings  per  mile,  or  the  bank  clearings,  or 
the  stock  exchange  transactions,  or  the  prices  of  conmiod- 
ities  and  securities,  and  we  find  them  all  telling  the  same 
story.  The  maximal  records  of  the  period  all  fell  far  short 
of  those  of  the  preceding  or  those  of  the  succeeding  cycle 
of  trade.  The  continued  agitation  of  the  silver  question 
and  the  dwindling  reserves  of  the  Treasury,  presenting  as 
they  did  an  ominous  outlook  for  our  monetary  3tandard, 
sufficed  to  prevent  any  considerable  improvement  in  do- 
mestic trade  and  manufactures,  such  as  otherwise  would 
have  resulted  from  the  boimtif ul  harvests  and  the  immense 
export  trade,  American  securities  held  abroad  began  to 
be  returned  in  such  quantities  as  to  coimteract  what  would 
naturally  have  been  an  enormously  favorable  balance  of 
indebtedness;  and  American  investors  themselves  hesi- 
tated from  risking  capital  so  long  as  Congress  could  not 
be  depended  upon  to  maintain  the  value  of  the  coimtry's 
money.    There  was  no  season  of  buoyant  activity  in  1891 
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and  1892.  Trade  continued  sluggish.  Congress  had  cast 
a  deadening  blight  over  business  which  even  the  plenteous 
bounty  of  nature  was  unable  to  overcome. 

(3)  A  third  fact  is  to  be  noted  in  discussing  the  rdations 
of  the  crops  to  economic  cycles  in  a  country  which,  like 
the  United  States,  ranges  over  a  very  extensive  and  diver- 
sified toritory,  and  produces  in  different  r^ons  several 
very  different  crops.  These  various  crops — belonging,  as 
they  do,  to  different  latitudes  and  soils,  subject  to  very  im- 
like  conditions  of  weather  and  temperature — ^are  by  no 
means  boimd  to  stand  or  fall  together.  An  imusually 
small  harvest  in  one  line  may  be  concurrent  with  un- 
precedented abimdance  in  another.  The  failure  of  one 
crop  may  exert  a  depressing  influence  in  one  part  of  the 
coimtry,  and  yet  be  more  than  compensated  as  regards 
the  coimtry  as  a  whole  by  expanding  production  and  flour- 
ishing activity  in  another. 

The  three  most  important  American  crops  are,  respec- 
tively, corn,  cotton,  and  wheat.  Com,  although  it  is 
grown  in  greater  or  less  quantities  throughout  the  country, 
wherever  there  is  tillable  land,  and  although  there  are  few 
places  where  it  is  grown  exclusively,  is  of  preponderating 
importance  in  the  "com  belt."  This  belt  includes  the 
northern  parts  of  Ohio,  Indiana,  and  Illinois,  the  whole 
of  Iowa,  and  portions  of  Missouri,  Kansas,  and  Nebraska. 
Cotton,  our  next  most  important  crop,  is  much  more  rigidly 
restricted.  It  is  produced  exclusively  in  a  compact  strip 
of  country,  running  along  the  Gulf  States  from  eastan 
Texas,  including  the  Carolinas  on  the  east  and  parts  of 
Arkansas  and  western  Tennessee  on  the  north.  Wheat, 
like  corn,  is  riused  to  some  extent  in  all  or  most  of  the 
States  (twenty-five  raising  winter  wheat,  nineteen  spring 
wheat,  and  some  both),  but  in  this  case  also  there  is  a 
distinct  and  comparatively  limited  area  known  as  "the 
wheat  region"  in  the  north  central  river  basin,  and  more 
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than  half  of  the  wheat  r^sed  in  the  country  comes  from 
the  six  contiguous  States,  Minnesota,  North  and  South 
Dakota,  Kansas,  Nebraska,  and  Missouri,  the  first  three 
growing  spring  wheat,  the  latter  three  winter  wheat.* 

Among  these  three  crops  may  occur  every  conceivable 
combination  of  success  and  failure.  The  crops  of  the 
Southern  States  may  be  abimdant  when  those  of  the 
Middle  West  are  poor,  which,  for  instance,  was  the  case  in 
1894,  when  the  cotton  3deld  was  enormous  and  the  produc- 
tion of  wheat  and  com  fell  short  of  earUer  levels.  In  1895, 
on  the  other  hand,  the  contrary  situation  occurred,  and 
we  had  a  very  short  cotton  crop  concurring  with  a  record- 
breaking  output  of  corn.  Although  the  wheat  and  corn 
crops  belong  to  somewhat  the  same  regions,  they  may, 
nevertheless,  vary  diametrically  from  each  other.  You 
may  find  a  small  wheat  crop,  as  in  1885,  or  in  1896,  com- 
bined in  each  case  with  a  record-breaking  com  crop,  or 
vice  versa  a  record-breaking  wheat  crop,  as  in  1901,  contem- 
poraneous with  a  failure  of  the  corn  crop. 

And  so,  while  one  might  presmne,  from  the  wide  preva- 
lence of  agriculture  in  America  and  its  many  interrela- 
tions with  transportation  interests,  foreign  trade,  banking, 
and  other  occupations,  that  the  general  condition  of  busi- 
ness would  follow  rather  closely  the  changes  in  the  coun- 
try's  crops,  one  can  see  that  such  a  generalization  is  only 
saie  when  rigidly  qualified  and  carefully  applied.  One 
must  bear  in  mind  not  only  that  the  condition  of  the  crops 
elsewhere  will  always  afifect  the  value  of  our  domestic 
crops,  whatever  may  have  been  their  size,  but  also  that 
other  conditions,  such  as  changes  in  financial  legislation, 
passed  or  impending,  may  outweigh  all  of  the  influences 
of  agriculture  upon  business;  and,  finally,  one  must  re- 
member that  in  a  country  as  extensive  as  ours  the  effect 
of  success  or  failure  with  any  one  kind  of  crop  may  always 

>  See  the  mftpa  in  the  StaHaUoal  AOat,  1900,  pUtee  154,  156.  158. 
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be  larsdy  offset  by  an  oppoaitc  mnditinn  with  some  of 
the  other  crops. 

m. 

Coofrooted  with  the  evidence  thml  our  aeireral  crops  do 
not  atwmjs  succeed  or  fail  in  the  same  seasons,  one 
nataraDy  &^  which  of  the  crops  it  is  whose  success  or 
fafltire  exerts  the  greater  influence  over  the  conditions  of 
general  busaness.  This  is  a  question  the  sohition  of  which 
is  so  diflBcult  and  involves  the  disentan^ement  d  so  many 
interacting  factors  that  no  one  is  competent  to  <^er  for 
it  anything  more  decisive  than  a  personal  bdief ,  and  the 
best  we  can  do  here  is  to  recall  scxne  ci  the  points  d  view, 
most  of  them  already  mentioned,  which  must  form  the 
bases  of  that  belief. 

At  first  glance  one  mi^t  suppose  that  the  crop  which  is 
most  ext«iaive,  or  at  any  rate  which  is  most  valuable, 
would  be  the  one  which  is  most  influential  for  general  busi- 
nesB.  And  that  would  be  the  com  cn^.  Of  all  the  in- 
dustries prosecuted  in  this  country  the  most  ccHisida-able 
by  far,  measured  by  the  valtie  of  its  output,  is  c<Mii-grow- 
ing.  Com  is  our  leading  product,  not  only  whoi  we  are 
epetJdng  of  agriculture,  but  also  when  we  include  ev&j 
land  ci  production.  Our  leading  crops  in  the  year  1905, 
acccxtling  to  the  estimates  of  the  Secretary  ci  Agriculture,^ 
ranked  as  follows: — 

Com $1^16  miUioii 

MOk  and  butter 665 

BtLj 605 

Cotton 575 

Wheat S25 

Efgi 520 

Oat8 282 

Potatoes 138 

Bariey      58 

Tobacco 52 

Socar  cane  and  sugar  beets 50 

Bice 14 

*  Tha  mttimmlm  are  thorn  made  at  the  end  ot  the  ymr  ia  qmit  Wi  TheeeciCi* 
melee  ere  ehraye  nhenjirt  OKice  or  lem  before  the  eanmi  Tohnne  ie  pofalwhed,  end 
■ItiBMeeTaisabeeqaenttotUierae.  They  ere  et  beet,  ee  ere  ell  ol  the  figum  in  tkit 
paper,  onlyeatimatae,  derhred  from  mahxfariow  eoiireee»  and  liable  to  larse  erron. 
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With  these  may  be  compared  the  followmg  estimates  of 
the  value  of  the  output  in  other  leading  industries  during 
the  same  year  or  during  the  latest  year  for  which  figures 
are  available: — 

Pig  iron $412  million 

Coal      439 

Gold 86 

Silver 36 

Railroad  groes  receipts 1,906 

Railroad  net  earnings 639 


The  output  of  corn  usually  bulks  three  or  four  times  that 
of  wheat;  and,  although  the  price  per  bushel  is  consider- 
ably less,  the  value  of  the  corn  crop  not  infrequently  ag- 
gr^ates  a  sum  more  than  twice  that  of  wheat,  more,  too, 
than  the  total  value  of  the  crops  of  wheat  and  cotton  com- 
bined.* The  annual  output  of  com  is,  therefore,  quite 
naturally  regarded  by  many  as  more  consequential  for 
trade  than  the  output  of  our  other  crops.  It  represents 
an  annual  income  in  recent  years  of  more  than  a  billion 
of  dollars,  so  that  even  a  small  percentage  of  change  in  its 
dimensions  means  a  considerable  fluctuation  in  the  income 
of  the  community,  and  in  the  community's  power  to  con- 
sume other  goods.  The  following  table  shows  the  differ- 
ence in  the  estimated  value  of  the  several  crops  from  one 
year  to  another  since  1890: — 


>  Estimated  vmlue  of  the  leecting  Amerieen 
ment  of  Acrieultura  (milliont  of  dollan): — 


erops,  from  reporte  of  the  Depart- 


Yean. 

Coni.» 

Wheai^ 

Cottcn. 

r«irt. 

Com, 

Wheat 

Cotton. 

1880  .  . 

670 

474 

280 

1803  .  . 

501 

213 

*263 

1881  .  . 

750 

456 

250 

1804  .  . 

554 

225 

•262 

1882  .  . 

783 

445 

300 

1805  .  . 

544 

237 

•260 

1883  .  . 

658 

383 

250 

1806  .  . 

401 

310 

•287 

1884  .  . 

640 

830 

253 

1807  .  . 

501 

428 

•204 

1885  .  . 

635 

275 

260 

1808  .  . 

552 

302 

•260 

1880  .  . 

610 

314 

257 

1800  .  . 

620 

310 

W7 

1887  .  . 

646 

310 

201 

1000  .  . 

751 

323 

•460 

1888  .  . 

677 

385 

202 

1001  .  . 

021 

467 

H14 

1880  .  . 

507 

342 

308 

1002  .  . 

1.017 

422 

H53 

1800  .  . 

754 

334 

«850 

1003  .  . 

052 

443 

587 

1801  .  . 

836 

513 

mz 

1004  .  . 

1.087 

510 

586 

1802  .  . 

642 

322 

*268 

1005  .  . 

1.116 

518 

>  Farm  value  Deeember  1.  •  /6irf. 

I  Am  reported  by  Heiuy  Q.  Hester,  secretary  New  Orleans  Cotton  Exohance. 
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iMiaimu  of  DoOan.) 

Ccm.  WhmL  CaUam 

1890 +157  —S  +42 

IWl      +82  +179  —37 

1892 —194  —191  —45 

189S —61  —109  —5 

1894 —37  +12  —1 

1895 —10  +12  +7 

189« —53  +73  +18 

1897 +10  +118  +7 

1898 +51  —36  —34 

1899 +77  —73  +97 

1900 +122  +4  +112 

1901 +170  +144  —55 

1902 +96  —45  +39 

1903 —65  +21  +134 

1904 +135  +57  —1 

1905 +29  +8            

TbUl 1,339  1,090  634 

Averige 83  68  42 


It  will  be  seen  that  the  variations  in  the  value  of  the 
corn  crop  during  these  fifteen  years  have  reached  an  aver- 
age of  83  millions,  those  of  wheat  an  average  of  68  millions, 
those  of  cotton  an  average  of  42  millions.  The  variations 
in  the  value  of  the  corn  product  as  estimated  have  not, 
to  be  sure,  exceeded  the  variations  in  the  value  of  the 
wheat  product  by  as  large  an  average  as  might  have  been 
expected.  Yet  they  have  been,  on  the  whole,  more  ex- 
tensive, and,  were  no  other  conditions  than  variations  in 
crop  value  and  their  effects  upon  consumption  to  be  taken 
into  accoimt,  the  out-turn  of  the  corn-fields  would  be 
rightly  regarded  as  of  greater  significance  for  general  busi- 
ness than  that  of  any  of  our  other  crops,  and  ought  natu- 
rally be  looked  to  as  the  source  of  more  considerable 
trade  fluctuations. 

From  certain  points  of  view,  however,  the  crop  which 
is  most  largely  exported  might  be  expected  to  afifect  trade 
conditions  the  most  seriously  in  that  its  fluctuations  may 
induce  changes  in  the  balance  of  trade,  in  the  international 
movement  of  gold,  and  in  the  bank  reserves.  A  falling 
off  in  such  a  crop  might  rapidly  reverse  our  trade  balance, 
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causing  gold  exports  and  a  reduction  in  the  cash  holdings 
of  our  financial  centres,  and  so  might  produce  a  serious 
stringency  in  the  money  market,  while  the  success  of  such 
a  crop,  on  the  other  hand,  would  not  improbably  result 
in  an  inflow  of  gold,  the  swelling  of  the  bank  reserves,  and 
so  might  stimulate  a  spirit  of  confidence  and  introduce  a 
period  of  buoyant  expansion. 

Ranked  from  this  point  of  view,  the  cotton  crop  would 
at  first  glance  appear  the  most  important;  for,  if  com  is 
our  leading  product,  cotton  is  our  leading  export. 

[MUHofu  of  DMan,] 


Yearend- 
Jnne  30. 

Total  ex- 
ports of 
domMtio 
produce. 

Exports  of 
raw  cotton. 

ExporUof 
wheat  and 
wheat  flour. 

Exports  of 
oom-meal. 

Exports  of 
livestock. 

ExporUof 
meat  and 
dairy  prod- 
ucts. 

1800 

846 

260 

102 

43 

1S91 

872 

200 

106 

18 

32 

130 

1802 

1,016 

268 

236 

42 

36 

141 

1803 

831 

188 

160 

26 

27 

130 

1804 

860 

210 

128 

30 

36 

146 

1806 

703 

204 

06 

16 

36 

136 

1806 

863 

100 

01 

38 

41 

133 

1807 

1.032 

230 

116 

64 

43 

138 

1808 

1.210 

230 

214 

76 

46 

167 

1800 

1.203 

200 

177 

70 

87 

176 

1000 

1.370 

241 

140 

87 

43 

184 

1001 

1.460 

313 

166 

84 

62 

106 

1002 

1.366 

200 

178 

17 

44 

100 

1003 

1.302 

316 

161 

41 

34 

170 

1004 

1.436 

370 

104 

31 

47 

176 

1006 

1.401 

870 

44 

48 

46 

160 

The  value  of  our  cotton  exports  far  exceeds  the  value 
of  the  exports  of  any  other  article.  In  recent  years  our 
cotton  exports  have  attained  proportions  averaging  more 
than  a  million  dollars  per  day,  which  is  two  or  three  times 
the  value  of  the  wheat  exported,  and  all  the  way  from 
three  to  eighteen  times  the  value  of  the  com  exported. 
In  fact,  they  constitute  on  the  average  a  fourth  or  a  fifth 
of  the  country's  total  exports  of  domestic  merchandise. 
The  exports  of  raw  cotton  during  the  past  decade  have 
reached  an  annual  average  value  of  260  million  dollars,  not 
to  mention  an  export  of  manufactured  cotton  averaging 
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22  triT'^THi  wiiiie  xh^  wbcsl  opartB.  botk  m  the  form  of 
gnia  sod  of  floor.  Ittvr  ootr  imhui  m  am  age  off  13S 
iriTiVwff,  sod  the  corm  exports  onir  51  tnilliMW  per  year. 
Li  genenL  «e  export  aboot  tvo-thirdi  off  oar  cocton  prod- 
acta,  beiaeea  30  and  -10  per  cent,  off  oar  alitat>  bat  only 
3  or  4  per  cent,  of  cor  cora.^  Of  come  it  w3  be  remem- 
bered that  «e  export  a  larze  qoaadtr  off  oar  com  product 
iDiiirectlT  in  the  form  off  ccra-fed  cmttie  aad  meat  prod- 
uttA.  Of  this  azDount  «e  haTe  do  me^B  off  estimatioii, 
DOC  bdng  ak'Ie  to  separate  the  stock  fed  upoa  com  fitxn 
that  grown  upon  oth-er  fodier.  Of  fire  stock  we  have  ex- 
ported duricc  the  past  ten  years  an  annual  average  vafaie 
off  43  Tr.iTiioQ  doaars,  jpcIu-'tTng  cattle,  hogs,  boraes,  moles, 
and  sheep,  and  of  mseat,  ineli>iing  pork,  becff,  and  mutton, 
and  of  dairy  products,  we  have  exported  an  annual  average 
of  171  minion  dollars.  Could  we  estimate  the  amount  of 
com  which  is  exported  in  this  form,  we  should  doubtless 
find  com  occupyinc  a  much  more  important  position  in 
the  export  trade  than  is  indicated  by  the  stalistiGS  just 
given  of  direct  com  exports,  yet  obviously  a  change  in 
the  aie  of  the  com  crop  exerts  no  immecfiate  effect  upon 
these  indirect  exports,  and  is  only  registered  in  the  com- 
merce of  subsequent  years. 

Cotton,  then,  plays  the  predominant  role  in  our  export 
trade,  and  (Hie  might  readily  conclude  that  the  out-turn 

Fwemi. 


C««««. 

mx  m  mmi 

CMta^ 

>r«». 

Pwern^ 

Pw^tmi, 

P0r€mL 

r«v. 

Pm-ttm 

1890 

68.47 

17.38 

5.46 

18*3 

TIJO 

18S1 

f^JXZ 

31.82 

3.71 

ISM 

60.83 

18S2 

67.20 

29  33 

2.58 

1805 

65.00 

1883 

67.56 

26.49 

2.00 

1806 

7050 

1884 

68.96 

25.86 

2.05 
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2.80 
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2.36 

27.07 

4.70 

sa.os 

7.83 

40l01 

11.14 
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41.36 
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30.28 
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of  the  cotton  crop  is  of  greater  and  more  immediate  sig- 
nificance for  our  foreign  balance  than  the  out-turn  of  any 
other  crop.  An  examination,  however,  of  the  trade  sta- 
tistics for  the  past  fifteen  years,  which  were  just  cited, 
reveals  groimds  for  a  different  conclusion.  The  value  of 
oiu*  cotton  exports,  enormous  as  the  aggregate  has  been,  has 
not  varied  from  year  to  year  as  widely  as  the  value  of  our 
exports  of  wheat,  and  not  in  fact  so  very  much  more  widely 
than  our  comparatively  small  exports  of  corn.  During 
this  decade  and  a  half  the  widest  fluctuations  in  the  cotton 
exports  occurred  between  the  years  1892  and  1893  and 
again  between  the  years  1900  and  1901,  when  the  varia- 
tions amoimted  to  70  and  72  million  dollars  respectively; 
yet  twice  during  this  same  period  the  variations  in  the 
wheat  exports  exceeded  these  figures  very  strikingly,  be- 
tween 1897  and  1898,  when  the  wheat  exports  increased 
by  99  million,  and  between  1891  and  1892,  when  our  wheat 
exports  advanced  by  the  amazing  siun  of  130  million  dol- 
lars. Notwithstanding,  too,  the  minor  proportions  of  our 
corn  exports,  their  amounts  have  fluctuated  from  one  year 
to  another  ahnost  as  widely  as  those  of  cotton.  The  fail- 
ure of  the  crop  in  1901,  for  instance,  diminished  the  exports 
of  com  and  of  corn-meal  by  no  less  than  67  million  dollars; 
and,  if  we  turn  to  the  indirect  effects  visible  a  year  or  so 
later  in  the  exports  of  meat  and  cattle,  we  find  that  the 
exports  of  live  stock,  for  instance,  declined  by  1903  some 
18  millions  below  the  level  of  1901,  and  the  exports  of  meat 
and  dairy  products  fell  off  some  17  millions  during  these 
two  years.  Even  in  the  case  of  corn,  therefore,  the  ulti- 
mate effects  upon  the  export  balance  of  a  change  in  the 
size  of  the  crop  might  be  shown  to  be  more  severe  than  in 
the  case  of  cotton. 

The  striking  preponderance  of  cotton  over  all  other  prod- 
ucts in  our  export  trade,  therefore,  does  not  prove  that 
the  amoimt  of  our  annual  yield  of  cotton  is  the  determin- 
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trade  tiriwr     WbtmrtbeTidBBitades 
€f  tbe  crop,  the  Tifaip  of  oor  rottos  caqnrts  remaiDB  leas 
fiible  to  lioleu  fiuctiHDaos  ikaa  tfae  Taloe  cf  oar  lesB  ex- 
tcaan  vbeat  exports.    Tbe  ranB  k  thai  the  price  of 
cocton  adjiBts  itself  more  closdy  to  the  ose  of  the  Amer- 
ksA  crop  thsB  does  the  price  of  vhest,  and  this  gives 
greater  coDstanrr  both  to  the  TsfaK  of  the  crop  asairtiofe 
and  to  the  tsHk  of  the  exports.    American  coiufitkxis 
do  not  Decesanhr  coctrol  the  price  of  irtieat;  for,  al- 
though the  United  States  produces  more  irtieat   than 
any  other  singk  nation  in  the  vorld,  it  produces  less 
than  a  quarter  of  the  world's  total  supply.    On  the  other 
hand,  this  country  is  the  soorce  of  nearly  tfaree-qoarters  of 
the  world*s  cotton,  and  what  the  world  pa3r8  for  that  ar- 
ticle is  virtnally  determined  by  the  mutations  of  the  Amer- 
ican crop.    TSlien  the  American  crops  are  extraordinarily 
abundant,  the  world  price  of  cotton  tends  to  decline^  and 
so  the  aggregate  Tslues  of  oar  cotton  crop  and  of  our 
cotton  exports  seldom  increase  proportionally  to  the  in- 
crease in  the  quantity  produced  and  exported.    In  fact, 
the  greater  bulk  is  sometimes  more  than  offset  by  the 
lower  price,  and  we  may  have  such  a  situation  as  occurred 
in  the  years  1898-99,  when  the  crop  broke  all  known  re- 
cords of  output,  with  one  exoq>tion,  and  yet  the  total 
value  of  the  crop  was  the  lowest  recorded  during  the  past 
eighteen  years.    The  value  of  the  exports,  too,  of  that 
superabundant  yetr  had  beoi  exceeded  many  times  be- 
fore, and  have  beoi  invariably  surpassed  in  the  subsequmt 
years,  although  thdr  anoount  was  with  a  sin^e  exception 
the  greatest  ever  known.    Conversdy,  a  diminution  in  the 
anoount  exported,  because  of  a  con^Murative  failure  of  the 
American  crops,  does  not  necessarily  involve  a  serious  re- 
duction in  the  total  value  of  the  expcMis.    The  crop  of  the 
season  1903-04  was  a  comparative  failure,  bang  the  small- 
est with  one  excq>tion  in  seven  years,  yet  its  estimated 
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value  was  more  than  double  that  of  the  record-breaking 
year  1808-99,  and  exceeded  that  of  any  other  year  by 
more  than  100  millions  of  dollars.  The  exports  of  cotton 
in  this  same  year  of  so-called  crop  failure,  though  the 
smallest  in  bulk  with  one  exception  during  a  decade,  out- 
distanced the  best  of  records  in  value  by  nearly  60  millions 
of  dollars.  The  vicissitudes  of  the  cotton  crop  are,  there- 
fore, not  so  vitally  significant  for  our  foreign  trade  as  one 
might  suppose  from  a  superficial  consideration  of  the  rela- 
tive amoimts  exported  of  the  various  crops.  Any  increase 
or  decrease  in  the  bulk  of  the  American  cotton  crop  is  more 
than  likely  to  be  compensated  for  by  a  converse  move- 
ment in  the  price  of  cotton,  and  changes  in  the  amount 
exported  are  apt  to  be  offset  by  opposite  changes  in  value. 
This  is  much  less  certain  to  occur  in  the  case  of  wheat, 
because  of  the  wider  area  in  the  world  over  which  it  can 
be  produced,  and  the  relatively  smaller  contribution  which 
America  makes  to  the  total  supply,  which  in  the  end  de- 
termines its  price.  On  the  whole,  then,  we  may  tenta- 
tively conclude  that  the  success  or  failure  of  the  wheat 
harvest,  more  than  that  of  any  other  vegetable  product, 
is  productive  of  sudden  and  important  changes  in  the  bal- 
ance of  trade. 

But  another  consideration  which  we  saw  to  be  influential 
was  the  extent  to  which  the  crop  is  transported.  Very 
little  of  our  enormous  corn  supply  is  carried  far  from  the 
locality  of  its  production.  Most  of  it  is  fed  to  live  stock, 
especially  hogs  and  cattle,  which  are  raised  in  the  region 
where  it  is  produced,  the  principal  meat-producing  States 
being  those  of  the  corn  belt.  Of  course,  a  failure  of  the 
com  crop  will  tend  eventually  (in  the  course,  perhaps,  of 
a  year  or  so)  to  reduce  the  shipments  of  cattle  and  meat 
to  the  seaboard  and  to  places  of  consimiption,  but 
fluctuations  in  the  com  crop  have  but  little  direct  and  im- 
mediate effect  upon  the  amoimt  of  freight  carried.     As  for 
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cotton,  ilomestic  means  of  transport  are  only  slightly 
affected  by  the  siie  of  the  crop,  two-thirds  of  which  goes 
alxxMul,  the  greater  part  directly  from  Southern  ports  at 
Galveston,  New  Orleans,  and  Savannah,  and  principally 
in  foreign  vessels.  The  wheat  crop,  on  the  other  hand,  is 
much  mote  closely  ccmnected  with  our  tran^)ortation  in- 
ta^sts,  for  the  wheat  of  the  Middle  West  is  carried  far  and 
wide  by  rail  and  steamship  to  all  ends  of  the  country. 
Not  only  the  third  of  our  total  product  which  is  destined 
for  export,  but  a  great  part  of  the  grain  or  flour  destined 
for  domestic  consumption  as  well,  has  to  be  shipped  over 
considerable  distances.  An  abundance  or  shortage  of  the 
wheat  crop,  therefore,  makes  at  once  a  serious  diffa-ence 
in  the  amount  of  railway  traffic,  and  is  at  once  roistered 
in  the  railway  earnings.  One  can  see,  then,  how  indirectly 
a  wide  deviation  in  the  wheat  crop,  by  giving  a  new  turn 
to  railway  earnings,  may  affect  railway  construction  and 
expenditures  for  railway  maintenance,  and  so  in  turn  may 
even  cause  some  reverbwations  in  the  iron  industry.  As 
the  wheat  crop  appeared  of  primary  significance  for  otu*  for- 
eign trade  and  the  bank  reserves  of  our  financial  centres, 
so  it  takes  first  rank  also  from  the  point  of  view  of  our 
railway  and  shipping  interests. 

Again,  we  observed  that  the  success  or  failure  of  the 
harv'ests  would  affect  those  occupations  in  which  agricult- 
ural products  entCTed  as  a  raw  mat^ial.  As  for  cotton, 
manufacturing  inta'ests  will  be  directly  touched  by  vari- 
ations in  the  cotton  crop,  not  only  in  the  cotton  mills  of 
Massachusetts  and  Rhode  Island,  but  also  in  the  rapidly 
multiphnng  miUs  of  Georgia  and  the  otho-  Southern  States. 
Changes  in  the  corn  supply  will  directly  affect  cattle  raising, 
and  indirectly  will  affect  the  packing  interests  and  the 
distillers.  Changes  in  the  wheat  supply  will  have  their 
direct  effect  in  the  centres  of  the  milling  industry.  The 
output  of  each  of  the  crops  is  thus  of  great  ccmsequence 
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to  the  business  interests  of  a  particular  locality;  but  it 
would  be  extremely  difficult,  looking  at  the  country  as 
a  whole,  to  estimate  the  comparative  influence  of  the  sev- 
eral crops  in  this  connection.  Only  a  third  of  the  cotton 
remains  for  manufacture  within  the  coimtry,  while  more 
than  two-thirds  of  the  wheat  and  over  nineteen-twen- 
tieths  of  the  corn  remain ;  but,  on  the  other  hand,  cotton 
passes  through  many  more  processes  in  the  course  of  its 
manufacture,  and  occasions  employment  for  much  more 
labor  and  capital  for  a  given  amoimt,  than  either  of  the 
other  products.  And,  similarly,  a  somewhat  greater  pro- 
portion of  the  wheat  than  of  the  com  passes  through  & 
factory  or  mill,  and  gives  further  employment  to  labor. 
It  appears  fatuous,  therefore,  to  attempt  to  decide  which 
of  these  crops  is  connected  the  most  importantly  with 
other  industries  as  a  source  of  raw  material. 

Looking  at  the  question  broadly  and  from  all  points  of 
view,  although  the  matter  is  not  one  upon  which  a  decisive 
judgment  can  be  rendered,  it  would  appear  that  in  the 
past  variations  in  the  wheat  crop  have  probably  been  the 
most  significant  for  general  business.  That  crop  has  often 
been  worth  less  than  half  of  the  value  of  the  corn  crop,  and 
changes  in  its  amoimt  have  probably  not  affected  the 
coim try's  general  income  and  consumption  as  much;  but 
it  has  been  much  more  closely  connected  with  the  trans- 
portation interests  of  the  coimtry,  and  it  has  exerted  a 
more  variable  and  more  immediate  influence  upon  the 
general  trade  balance.  The  cotton  crop  has  frequently 
been  more  valuable,  and  has  entered  in  far  greater  pro- 
portions into  our  foreign  trade;  but  the  cotton  product 
does  not  affect  American  transportation  interests  to  a 
similar  extent,  and  the  value  of  our  cotton  exports  has  re- 
mained comparatively  steady,  whatever  has  been  their 
amount.  Of  the  several  American  crops,  then,  we  may 
tentatively  conclude  that  that  of  wheat  is  most  closely 
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reftKM  u>  baeaiitg.  ax  Isr^  and  ximX  tfae  factoatioos  m 
k§  cvtput  are  iJae  moai  wiidr  felt.    IUb  I^  do  means 
iBipbs  ihat  tbe  vbeai  crcc-  bas  ahrarB  beea  the  dominant 
farxar  m  dfMrr>,Tiig  the  meaBore  of  prcwperity  in  trade. 
Ncmerais  aiber  iiJtaesitt^  ae  vr  have  already  seen,  have 
piaj^  frac  u=ie  to  trz^  the  leadnig  rdle^  and  there  have 
beec  otc^QCQMl  yoars,  ae  in  1SS4~SS,  when  a  season  of  pro- 
found depresBoei  in  bosmeflB  arrompanied  and  followed 
a  record-toeakiap  output  of  wheat,  or  as  in  1900-01,  idien 
a  period  of  premx  buoraztrr  and  commercial  advance  oi- 
Boed  upon  a  -ieScient  crop  of  wheat.    The  supposition 
which  we  have  aAiie  with  regard  to  wheat  b  only  one  of 
general  tendeiK-y ,  liabie,  as  is  every  influence  in  this  wwld, 
to  be  overbalaDced  by  counteracung  factors. 

Granting  that  wheat  has  exceeded  the  other  agricultural 
prodtx^ts  in  the  past  as  a  trade-inSuencing  factor,  its  con- 
tinued supremacy  in  the  future  is  still  €)pea  to  question. 
Conditions  are  continually  changing,  and  within  the  past 
two  (M*  three  years  there  have  not  been  lacking  indications 
of  the  diminishing  imp(Htance  of  the  wheat  crop  as  a  fac- 
tor in  our  trade  balance.  Our  wheat  exports  declined  so 
rapidly  in  1904  and  1905  that  for  the  time  bdng  we 
appeared  no  longa*  in  the  ranks  of  important  wheat  ex- 
porter The  total  wheat  exports  during  the  fiscal  year 
1904-05  were  the  smallest  in  our  histcHy  since  1872. 
Wliether  this  situation  marks  a  pomanent  change  or  only 
a  temporary  divogence  due  to  a  succession  of  short  crops, 
one  cannot  as  yet  deternine.  Co-tainly ,  crops  which  would 
have  seemed  very  large  ten  years  ago  would  to-day  be 
insuflScient  to  feed  our  people  and  leave  a  surplus.  Many 
have,  therefore,  jumped  to  the  conclusion  that  we  shall 
never  r^ain  our  place  as  a  wheat-exporting  nation,  and 
that  with  the  rapid  increase  of  our  population  we  shall 
produce  little  more  grain  than  is  necessary  for  home  con- 
sumption.   If  this  should  prove  to  be  the  case,  the  influ- 


Digitized  by 


Google 


INFLUENCE  OF  CROPS  ON  BUSINESS  IN  AMEtiCA      345 

ence  of  the  wheat  crop  upon  our  foreign  balance,  upon 
gold  exports,  and  upon  bank  reserves,  would  evidciaUy 
cease  to  play  m  the  future  the  part  it  has  played  in  the 
past. 

IV. 

The  appended  chart  presents  graphically  the  story  of 
the  crops  during  the  past  thirty-five  years.  During  that 
period  there  have  occurred,  along  with  many  minor  fluc- 
tuations, two  great  movements  of  industrial  and  commercial 
advance,  each  of  amazing  proportions,  and  each  initiated 
by  a  series  of  extraordinarily  successful  harvests  in  America 
which  were  coincident  with  extraordinarily  poor  harvests 
abroad.  The  first  was  the  movement  from  1879  to  1882, 
when  the  coimtry  was  rapidly  lifted  from  a  six-year  slough 
of  business  depression  to  one  of  the  most  prosperous  periods 
in  its  entire  history.  Of  this  movement  and  its  causes, 
which  are  familiar  facts  of  history,  some  mention  has 
aheady  been  made.  Its  propelling  force  arose  unquestion- 
ably from  the  coincidence  of  a  series  of  crop  failures  abroad 
in  1879,  1880,  and  1881, — failures  for  which  in  duration 
and  extent,  it  is  said,  "  there  had  been  no  parallel  in  four 
centuries,"^ — ^with  two  successive  American  harvests,  in 
1879  and  1880,  whose  dimensions  exceeded  all  precedents 
in  all  of  the  leading  products.  These  conditions  not  only 
resulted  in  huge  profits  for  American  farmers  and  dealers 
in  produce;  they  stimulated  the  earnings  of  the  rail- 
ways; they  induced  a  favorable  balance  of  trade  and  the 
influx  of  more  than  200  millions  of  gold  during  the  three 
years  from  1879  to  1881;  and  they  instigated  a  spirit  of 
confidence,  an  expansion  of  demand,  and  an  activity  of 
exchange  which  carried  the  records  of  American  business 
of  every  sort  far  beyond  the  highest  levels  known  before. 

The  second  great  movement  of  advance  is  that  which 

>D.  A.  Wells,  R4cmU  Bconcmie  Chanoet,  p.  Q. 
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begao  ^  1>97,  ai^i  still  cocunues  to  day  (1906)  after  nine 
f^ckyjs  jrais  of  prosperity  mod  aJiDost  muntermptecl 
mrreaae.    Tris  movefDent  al^  orieiDJUed  in  an  extraordi- 
narihr  redinverauve  harvest,  az>d  its  unprecedented  dunir- 
tioQ  is  dc*ub:less  in  lar^e  cjeasure  doe  to  the  prolonged 
coctii;uan<^  of  lenrultural  sucreas.    After  four  years  of 
prolocged  depression,  during  vhiefa  any  revival  of  business 
had  been  preveste-i  by  the  threat  of  a  revolutionary  change 
in  our  standard  currency,  the  way  was  cleared  of  this  hii^ 
drance  at  last  in  the  autumn  of  1S96  by  the  overwhelming 
defeat  of  the  extreniist  procram  in  the  Presidential  dec- 
tion.    To  this  defeat  the  acricultural  situation  of  that 
autumn  contributed,  as  every  one  remembers,  a  deciave 
inSuence.  The  con  junction  of  a  failure  of  the  wheat  crop  in 
India  with  a  sbonape  in  Australia  served  to  raise  the  price 
of  American  wheat  from  53  cents  per  bushel  in  August 
to  94^  cents  at  the  time  of  the  election  in  Xovember,  up- 
setting the  arguments  of  those  who  had  advocated  the 
unlimited  coinage  of  silver  as  the  only  means  of  raising 
prices,  and  turning  the  electoral  tide  against  than  in 
several  of  the  doubtful  Midtile  Western  States,    The  prin- 
ciple obstacle  to  recovery  being  thus  removed,  in  the  fol- 
lowing year  a  strikingly  favorable  turn  in  agriculture  gave 
the  necessary  fillip  to  trade  and  set  the  country  (Mace  more 
on  the  highway  of  prosperity. 

Early  in  the  summ^-  of  1S97  it  became  known  that  the 
crops  were  again  a  failure  in  India,  Australia,  and  in  the 
Argentine  Republic.  Russia  had  had  a  poor  iH^ieat  crop 
in  1896,  and  seemed  likely  to  have  another  in  1897.  In 
France  on  accoimt  of  a  scorching  drought  the  harvest  was 
very  deficient.  In  Austria  storms  and  floods  had  done 
great  damage.  In  a  word,  for  one  reason  or  anoth^,  the 
season  proved  disastrous  all  ov«-  Europe,  and  the  Eu- 
ropean wheat  crop  fell  short  of  that  of  the  previous  year 
by  some  350  million  bushels, — a  loss  of  about  one-third. 
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The  demand  for  American  wheat  in  consequence  assumed 
new  dimensions,  and  the  price  in  August  ran  considerably 
above  a  dollar  per  bushel,  or  more  than  twice  the  price 
prevailing  at  that  season  a  year  before.  The  American 
crop,  meanwhile,  ran  ahead  of  that  of  the  previous  year 
by  145  million  bushels,  and  proved  with  one  exception 
the  largest  in  our  history.  The  farmers  of  the  Middle  West 
got  two  or  three  times  as  much  per  bushel  as  they  had 
been  receiving  for  several  years;  and,  as  they  disposed  of 
their  increased  output  at  these  much  advanced  prices, 
they  were  rapidly  lifted  from  a  condition  of  extreme  de- 
pression to  one  of  prosperous  activity.  They  began  to  pay 
ofif  their  farm  mortgages,  and  so  set  locked  up  capital 
free;  and  at  the  same  time  they  greatly  enlarged  their 
purchases  of  goods.  This  in  turn  gave  a  stimulus  to  trade 
in  the  factory  centres  of  the  East,  which  were  called  upon 
to  meet  the  new  demand  for  manufactured  goods.  The 
same  conditions  added  enormously  to  the  tonnage  and 
earnings  of  the  Western  railroads,  opening  up  a  new  era 
of  prosperity  for  them;  and,  as  the  trade  of  transporta- 
tion is  one  of  great  importance  and  of  wide-spread  owner- 
ship, the  whole  coimtry  reaped  an  advantage. 

The  bearing  of  the  crop  situation  of  1897  upon  our  for- 
eign trade  was  no  less  important.  Our  exports  of  wheat 
and  corn  increased  in  the  course  of  the  year  that  followed 
by  a  valuation  of  over  120  millions  of  dollars,  and  our  re- 
lations with  the  international  market  were  reversed.  In- 
stead of  exporting  gold,  we  imported  142  millions. 
Through  this  movement  not  only  was  credit  stimulated  by 
the  enlargement  of  the  cash  resources  of  the  banks,  but 
also  by  the  new  accessions  to  the  government's  gold  re- 
serve, which  had  been  passing  through  the  direst  of  vicis- 
situdes during  the  years  just  preceding,  and  which  now 
rose  to  the  highest  figure  ever  reached  in  the  coimtr)r's 
history.    Great  agricultural  windfalls  had  once  more  set 
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the  wheek  of  trade  in  motion  and  initiated  a  new  period 
of  prosperity. 


The  prolonged  continuance  of  this  upward  tide  beyond 
the  term  of  any  previous  period  of  prosperity  in  the  past 
half-century  has  amazed  the  world  and  aroused  much 
speculation  as  to  its  cause.  Some  have  attributed  it  to 
the  wane  of  radicalism  in  politics  and  the  growing  conser- 
vatism of  our  l^islatures  in  matters  of  currency  and  fi- 
nance. Some  have  connected  it  with  the  increasing  con- 
centration of  control  in  industry  and  transportation 
which  has  obliterated  the  wars  between  rival  interests  and 
the  protracted  discrepancies  between  supply  and  demand 
that  formerly  afflicted  the  country's  business.  Many  have 
credited  it  to  the  increasing  output  of  gold,  which  has 
almost  doubled  in  the  past  ten  years  and  more  than 
trebled  in  the  past  twenty,  and  which  has  tended  steadily 
to  inflate  bank  reserves,  prices,  and  profits.  Others  have 
attached  great  importance  to  the  growing  centralization 
of  power  among  the  New  York  banking  interests,  and  the 
extension  of  their  international  affiliations,  with  the  con- 
sequent increase  in  their  ability  to  secure  foreign  assist- 
ance in  times  of  impending  trouble.  Unquestionably, 
however,  another  factor  not  to  be  overlooked  in  explain- 
ing the  longevity  of  the  period  is  the  persistent  success  of 
American  agriculture  during  these  recent  years, — a  success 
which,  imlike  that  of  previous  periods,  has  for  the  time 
being  depended  neither  upon  the  abimdance  of  the  Amer- 
ican crops  nor  upon  the  failure  of  the  crops  abroad.  There 
have  been  no  serious  crop  failures  in  Europe  since  1897, 
and  upon  several  occasions  since  then  one  or  another  of 
the  American  crops  has  fallen  short;  yet  the  prosperity 
of  American  agriculture  not  only  has  remained  unim- 
paired, but  has  actually  advanced  to  ever  higher  and 
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higher  levels.  With  r^ard  to  two  of  the  agricultural 
staples  of  the  country,  cotton  and  wheat,  the  demand 
throughout  the  world  has  from  all  appearances  increased 
more  rapidly  during  the  past  half-dozen  years  than  the 
output,  so  that  in  several  cases,  even  when  the  harvests 
have  shown  a  decline  in  bulk,  their  aggr^ate  value  has 
expanded/  Whether  the  increasing  demand  is  the  con- 
sequence of  general  prosperity  or  not  is  a  matter  of  ques- 
tion, but  certain  it  is  that  the  world's  consumption  of 
these  staples  for  some  reason  or  other  has  taken  on  new 
dimensions,  and,  notwithstanding  an  increasing  output, 
less  has  been  produced  than  could  have  been  sold  with  a 
profit.  The  prices  of  cotton  and  wheat  during  recent 
years  have  risen  in  consequence  to  levels  not  witnessed 
before  for  a  generation,  and  one  has  to  turn  back  to  the 
year  1883  to  find  their  prices  averaging  as  high  as  during 
the  past  two  years,  1904  and  1905.  In  fact,  both  the  cot- 
ton and  the  wheat  crops  of  the  last  three  or  four  years 
have  aggregated  a  value  not  far  from  double  those  of 
similar  years  a  decade  ago. 

The  agricultural  situation  of  to-day  is  novel  in  many 
respects.  In  previous  trade  cycles  of  the  past  forty  years, 
agricultural  conditions  in  the  West  and  the  South  have 
often  tended  to  act  as  drags  upon  the  resources  of  the  in- 
dustrial and  commercial  centres  of  the  East.  The  farming 
population  was  poor  and  heavily  mortgaged.  They  had 
to  work  very  largely  on  credit,  and  to  wait  until  the  harvest 
before  making  the  current  year's  expenditures.  They  had 
not  means  sufficient  to  harvest  their  own  crops,  much  less 
to  carry  over  stocks  from  the  superabimdant  years  to  meet 
an  anticipated  shortage.  Under  such  circumstance  any 
considerable  dhninution  in  the  crops  was  very  apt  to  cause 
serious  reaction  or  to  prolong  an  existing  depression.  But 
during  these  late  years  the  great  farming  areas,  whether 

iSee  appended  charts.  No.  1  and  No.  2. 


Digitized  by 


Google 


360  QUARTERLY  JOURNAL  OF  ECONOMICS 

of  the  West  or  South,  have  become  financially  independent 
and  proeperons  as  never  before.  Their  people  have  lifted 
many  of  their  mortgages,  and  now  are  lenders  where  be- 
fore they  were  borrowers.  They  are  much  better  able  to 
cope  with  any  temporary  shrinkage  in  their  harvests  or 
to  take  care  of  any  temporary  surplus.  As  a  matt^  of 
fact,  the  agricultural  situation  to-day,  instead  of  being  an 
aggravating  influence  in  a  general  decline,  as  was  the  case 
ten  or  twelve  years  ago,  has  become  the  bulwark  upon 
which  the  mercantile  and  financial  interests  of  the  country- 
rely  to  break  the  force  of  every  threatened  reaction. 


We  have  seen  how  all  the  great  movements  of  business 
expansion  in  America  during  recent  times  have  been  in- 
itiated by  conditions  of  agricultural  success.  It  has  also 
been  true  that  most  of  the  turning-points  in  the  other  di- 
rection have  been  preceded  by  agricultural  failure.  The 
year  1872,  which  marked  the  b^inning  of  the  first  long 
period  of  retrenchment  during  the  years  imder  considera- 
tion, was  preceded  in  the  autunrn  of  1871  by  a  serious 
shrinkage  in  the  cotton  crop  and  by  an  appreciable  decline 
in  the  crops  of  corn  and  wheat.  The  year  1882,  which 
marks  the  beginning  of  the  next  commercial  decline,  en- 
sued upon  a  destructive  drought  that  extended  over  most 
of  the  United  States,  and  caused  a  shrinkage  in  all  of  the 
staple  crops.  The  crop  failures  of  the  auttmin  of  1881  cut 
down  freight  earnings  the  following  year  by  some  45  mill- 
ion dollars,  reduced  our  export  trade  by  j.50  millions,  con- 
verted a  favorable  into  an  unfavorable  trade  balance,  and 
resulted  in  the  export  of  32  millions  of  gold  before  the 
following  June.  They  thus  furnished  the  initiatory  im- 
pulse for  the  long  decline  of  the  middle  eighties.  Turning 
to  the  early  nineties,  we  have  seen  how  in  this  complicated 
period  the  marvellously  favorable  crop  conditions  in  1891 
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had  failed,  because  of  political  uncertainties,  to  stimulate 
a  repetition  of  the  prosperity  of  the  resumption  period. 
In  the  first  months  of  1892  they  succeeded  in  swelling  the 
tonnage  of  the  railroads  and  the  exports  of  domestic  prod- 
uce to  tremendous  volume,  and  so  reanimated  general 
business  temporarily;  but  in  the  following  autunrn  (1892) 
the  crops  shrank  back  to  their  former  proportions.  The 
harvests  of  wheat  and  corn  and  cotton  all  registered  a 
decline;  and,  with  the  impetus  of  agricultural  success  re- 
moved, the  coimtry's  business  entered  rapidly  upon  the 
downward  course  which  culminated  in  the  memorable 
crisis  of  1893.  All  three  of  these  periods  of  revulsion  were 
preceded  by,  if  not  altogether  caused  by,  crop  shortage. 

Looking  back  over  the  sweep  of  economic  events  in  the 
United  States  during  the  past  four  decades,  while  one  must 
admit  that  the  influence  of  the  crops  has  not  always  been 
the  predominant  factor  in  business,  one  can  readily  perceive 
their  usual  and  very  extended  significance.  The  relation 
between  agricultural  success  or  failure  and  the  prosperity 
or  decline  of  general  business  has  not,  to  be  sure,  proved  as 
close  and  inevitable  as  Jevons  and  certain  other  students 
of  crises  have  been  inclined  to  believe.  Crises  have  not 
ensued  invariably  and  immediately  upon  every  crop  fail- 
ure, nor  have  eras  of  upbuilding  followed  with  clock-like 
r^ularity  after  every  boimtiful  harvest.  Yet  one  cannot 
review  the  past  forty  years  without  observing  that  the 
beginnings  of  every  movement  toward  business  prosperity 
and  the  turning-points  toward  every  business  decline 
(movements  which  frequently,  it  will  be  remarked,  have 
antedated  the  actual  outbreak  of  crises  by  several  years) 
were  closely  connected  with  the  out-turn  of  the  crops.  In 
other  words,  the  presumptive  relationship,  for  the  exist- 
ence of  which  we  found  abimdant  reason  earlier  in  the 
paper,  we  find  to  be  a  matter  of  experience  and  historical 
fact. 

A.  Putt  Andrew. 
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THE  AMERICAN  CROP  FOR  35  YEARS. 


Ymt.i 

Oottoo.mimoM 

WhMA,iiulliaiw 
ofbodMls. 

of  bwbals. 

1870 

4.35 

235 

1,094 

1 

2 

3 

4 

5 

6 

7 

8 

9 

2.97 
2.93 
4.17 
3.83 
4.63 
4.47 
4.77 
5.07 
5.76 
6.60 
5.45 
6.94 

5.n 

5.70 
6.57 
6.50 
7.04 
6.93 
7.31 
8.65 

230 
249 
286 
308 
292 
289 
364 
420 
448 
498 

991 
1,092 
932 
850 
1,321 
1,283 
1,342 
1,388 
1,547 
1,717 

1880 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1890 

383 
504 
421 
512 
357 
457 
456 
415 
490 
399 

1,194 
1,617 
1,551 
1,795 
1,936 
1.665 
1,456 
1,987 
2,112 
1,489 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1900 

9  03 
6.70 
7.54 
9.90 
7.15 
8.75 

11.1 

11.27 
9.43 

10.38 

611 
515 
396 
460 
467 
427 
530 
675 
547 
522 

2,060 
1,628 
1,619 
1,212 
2,151 
2,283 
1.902 
1,924 
2,078 
2,105 

1 

10.68 
10.72 
1001 
13.55 

748 
670 
637 
552 
693 

1,522 

2 

3 

2,523 
2,244 
2,467 
2,707 

4 

5 

>  Hm  y—r  quoted  is  tlie  yv  in  wlnefa  tlie  crop  was  ndMd;  «•#.,  in  the  eest 
of  eotton,  the  ytmr  beginninc  September  1. 

*  Hie  heles  have  tended  to  grow  heavier,  and  have  varied  from  440  to  400  Ibe. 
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THE  GERMAN  STEEL  SYNDICATE. 

Coal  and  iron  are  the  foundations  upon  which  national 
industrial  greatness  is  based.  Germany  is  pre-eminent  in 
both,  and  in  both  of  them  there  are  powerful  combinations. 
In  the  coal  industry  Gomany  takes  the  third  rank  among 
the  nations  of  the  world,  but  in  iron  and  steel  she  is  second 
only  to  the  United  States.  In  1904  the  pig  iron  production 
of  the  four  leading  coimtries  of  the  world  was  approxi- 
mately as  follows:  the  United  States  16,781,000,  Germany 
(including  Luxemburg)  10,119,000,  Great  Britain  8,500,- 
000,  and  France  3,000,000  tons.*  In  steel  production  Ger- 
many has  an  even  greater  lead  over  Great  Britain.  The 
present  position  of  Gomany  is  the  result  of  recent  de- 
velopments, which,  though  rapid,  have  been  very  steady. 

The  two  primary  natural  conditions  for  the  iron  industry 
are  ore  supply  and  fuel.  In  both  of  these  respects  Germany 
is  richly  endowed.  In  regard  to  iron  ore  production 
Germany  is  only  surpassed  by  the  United  States:  in  1904 
the  total  output  of  iron  ore  was  22,047,393  tons.'  The  coal 
output  in  1905  (excluding  lignite)  was  121,190,249  tons. 
For  iron  ore  production  by  far  the  most  important  district 
is  the  ''Minette,"  which  lies  in  Lorraine  and  Luxembiu^, 
and  extends  over  their  borders  into  France  and  Belgium. 
The  next  most  important  r^on  is  on  the  right  bank  of  the 
Rhine  in  the  valleys  of  the  Sieg,  the  Lahn,  and  the  Dill. 
The  production  of  ore  in  the  other  r^ons  is  comparatively 
small,  the  two  most  noteworthy  r^ons  being  one  in  the 

*  Jakrhueh  /.  d,  OberbtrgamMuirk  Dcrtmund,  1001-04,  p.  747. 

t  VurteUaknhgfU  »wr  SmuHk  dm  DmiiBehtn  B^iekt,  1905.  Heft  IV.:  of  whieh 
PruMia  8,767,051  tons,  AlaMe-Lomise  11,135,042  tons,  ftnd  LiuMmburg  6^7.- 
7711 
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province  of  Hannover  and  the  Duchy  of  Kiinswick  and 
another  in  Upper  Sikaa.  There  are  three  great  coal 
regions  in  Germany.  The  greatest  is  that  of  the  D(H*tinund 
or  Ruhr  district,  wiiich  produces  more  than  half  of  the 
total.  The  next  in  importance  is  Upper  Silesia,  while  the 
Saar  is  third.  The  coal  deposits  of  IxHraine,  which  s^re 
nearest  to  the  great  ore  deposits  <rf  the  Minette,  are  not  yet 
developed.  The  nearest  district  <rf  fud  supply  is  the  Saar, 
but  the  coal  of  that  region  is  not  well  adapted  to  the  re- 
duction of  ores.  The  Minette,  th^efw^,  must  be  reduced 
by  the  Ruhr  coal,  and  an  exchange  is  made  between  the 
two  regions,  the  pig  iron  industry  being  about  equally 
divided  between  them.  The  Ruhr  also  uses  a  good  deal 
of  ore  from  the  Sieg,  Lahn,  and  Dill  districts,  as  well  as  a 
large  amount  of  foreign  ore.  In  Uppar  Silesia  the  iron 
ore  and  coal  are  found  in  close  proximity,  but  the  supplies 
of  the  formCT  are  too  scanty  for  the  industry  of  that 
region,  and  a  large  proportion  has  to  be  imported,  especially 
from  Austria  and  Hungary.  The  Ruhr  coal  district  is  not 
only  first  in  the  magnitude  of  its  coal  output,  but  also 
in  the  quality  of  the  coal,  which  is  especially  adapted  to 
the  production  of  coke.  In  this  respect  neither  Silesia 
nor  the  Saar  can  compare  with  it.  Although  the  enormous 
iron  ore  production  of  the  Minette  is  of  a  low  grade,  its 
cheapness  makes  up  for  the  deficiency  in  iron.  The  Minette 
ore  is  a  brown  hematite  with  from  35  to  40  per  cent,  of 
iron*  and  from  0.04  to  1.96  per  cent,  of  phosphorus.' 
The  ore  deposits  are  of  great  depth,  and  sometimes  as 
much  as  fifty  metres  thick.*  On  account  of  its  high  per- 
centage of  phosphorus   this  ore  was  not  much  valued 

*  Gouvy,  Etai  aetud  de*  induttriea  du  ferelde  Vacier  dan%  If  provinem  du  Rhin 
etdela  We$tphal%e,  Paris.  1903,  p.  32. 

*Tiibben,  Die  EuenhuUenindtuirie  im  OberhergamUheairkDorimund  und  ihr€ 
Venorgung  mit  SUentrt.  Mitifmlunoen ueberdenrheini»ch^w€wtial%9ch4n SteinkohUn- 
Bergbau.     VIII  Aligemeinen  deuUehtn  Bergntannatag  tu  Dortmund,  1901,  p.  323. 

*  Krauas.  EUen-Hutten-Kunda,  I.  Th.  p.  21. 
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until  the  discovery  of  the  Thomas  process  (basic  converter). 
The  ore  of  Siegerland,  red  hematite,  contains  considerable 
manganese,  and  is  of  a  high  quality. 

Although  Germany  is  a  large  producer  of  iron  ore,  she 
is  also  a  large  importer  and  exporter.  In  1904  Germany 
imported  6,061,127  tons  of  iron  ore  and  exported  3,440,846 
tons.  Large  quantities  are  imported  for  mixing  with 
domestic  ores.  In  the  Rhenish-Westphalian  district  iron 
ore  is  used  from  over  one  himdred  different  places,  including 
almost  all  known  sorts,^  and  coming  from  almost  all  parts 
of  the  world.  The  usual  mixture  in  this  r^on  is  Minette, 
35-40  per  cent.;  Swedish,  35-40  per  cent.;  red  hematite, 
10  per  cent.;  and  other,  10  per  cent.'  In  Silesia  a  typical 
mixture  is  said  to  be  27  per  cent,  of  the  local  ore  with  21 
per  cent,  of  cinder,  23  per  cent,  of  Swedish,  and  25  per 
cent,  of  Hungarian  ore.'  Another  reason  for  the  large 
iron  ore  imports  is  that  there  are  many  iron  furnaces  far 
from  the  domestic  r^ons  of  supply,  so  that  the  foreign 
ewe  can  often  be  delivered  more  cheaply. 

The  distribution  of  the  pig  iron  production  of  Germany 
and  Luxemburg  is  shown  in  the  following  table  :^ — 

iTubben,  p.  816. 
*  Qtmry,  pp.  82-38. 

>  Sympher,  Dm  wirttekafaiehs  BmUuhmodm  Bhem-Blb0'KanaU,  BerUn,  1800, 
p.  144. 

«  Stahi  u,  Sitmi,  February  1. 1000.  p.  171. 
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Looking  first  at  the  production  of  the  different  districts,  it 
will  be  observed  that  Rhineland-Westphalia  (or  the  Ruhr) 
has  the  largest  production  in  1905,  and  that  Lorraine- 
Luxemburg  (which  includes  a  large  part  of  the  Minette 
district)  is  second.  Together  they  produce  over  70  per 
cent,  of  the  total.  Silesia  and  the  Saar  produce  only  about 
8  per  cent,  and  7  per  cent,  respectively.  If  the  table  be 
examined  with  regard  to  the  kind  of  iron  produced,  it  will 
be  observed  that  most  of  the  iron  is  of  Thomas  or  basic 
Bessemer  steel, — ^in  1905  over  60  per  cent.,  while  foimdry 
iron  came  second  with  about  17  per  cent.,  and  mill  iron  or 
puddled  iron  third  with  about  8  per  cent.  Acid  Bessem^ 
steel  is  almost  negligible  to-day  in  Germany.  The  bulk 
of  the  Thomas  steel  is  produced  in  the  German  Minette 
or  in  the  Ruhr,  but  a  not  inconsiderable  amount  is  also 
produced  in  the  Saar.  Most  of  the  foimdry  iron  is  produced 
in  the  Ruhr  and  the  Minette,  particularly  in  the  former. 
Silesia,  which  occupies  a  very  subordinate  position  in  other 
respects,  is  the  chief  producer  of  mill  iron.  The  two 
leading  facts  are,  however,  the  great  preponderance  of  the 
Minette  and  the  Ruhr  in  the  German  iron  industry  and 
the  predominance  of  Thomas  or  basic  Bessemer  steel. 

The  German  steel  industry  is  quite  as  important  in  the 
production  of  finished  products  as  in  the  raw  matmal. 
The  distribution  of  the  manufacturing  industry  does  not 
correspond  very  closely  with  the  distribution  of  the  blast 
furnaces.  Bavaria,  for  example,  has  a  large  machine 
industry,  but  only  a  trifling  output  of  pig  iron.  The  Mi- 
nette, though  it  rivals  the  Ruhr  in  the  output  of  pig  iron, 
cannot  compare  with  it  in  the  output  of  finished  products. 
It  is  only  recently  that  the  Minette  has  begun  to  develop 
the  manufacture  of  rolled  products  on  a  large  scale.^ 
Only  about  one-third  of  the  pig  iron  produced  in  the 

>  BoMtlnuum,  **  Srtbtrgbam  u.  Bi»9nindu»tri€  in  LcthrinotH-Lugetnburif,'* 
SekrifUnd,  Vtrtin$  /.  Soeial^P^HHk,  Bd.  106.  p.  4. 
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Lfthn  and  DQl  vmne]rs  k  worked  up  there.^    In  Silesia, 
biTwever,  there  k  an  extenflhre  output  of  rolled  producta. 

Between  the  Tarious  prododog  regions  there  is  natu- 
rally a  fivdy  competition  for  the  German  market.  Es- 
pecially for  pig  iron  there  tend  to  be  devdoped  certain 
natural  regions  ctf  supply  determined,  in  part,  by  the 
costs  of  transportation.  This  is  distinctly  the  case  as 
between  Silesia  and  the  western  industrial  regions.  Si- 
lesia controls  the  supply  in  the  far  eastern  {XDvinces, 
where  it  meets  western  competition  only  in  finished  prod- 
ucts.* Customs  duties  prevent  it  from  devdofMng  its  sales 
to  any  great  extent  into  Austria  and  Russia.'  Fcmt  the 
two  great  western  producing  regions,  the  Ruhr  and  the 
Minette,  there  does  not  appear  to  be  any  distinct  recog- 
nixed  division  of  markets,  although  the  latter  region  is 
naturally  mcH^  directed  to  the  export  trade. 

Germany  is  a  great  consumer  as  wdl  as  a  great  producer 
of  iron  {xxxlucts,  and  the  consumption  has  increased  rapidly 
with  the  great  devdopmoit  in  production,  population, 
and  wealth.  In  1903  the  total  consumption  was  greater 
than  in  EIngland,  althou^  it  was  much  bdow  that  of  the 
United  States.  Reckoned,  however,  according  to  popula- 
tion, the  consumption  of  England  was  greato*  than  that  of 
G^many.*    The  total  consumption  depends  not  only  on 

I  HeynMBB,  Di»  Qtmitehtm  Wwt$  im  rftirfiffcrw  Ormmi&m§mmrkt,  1904.  p.  129. 

tK«k.  **!><•  Hmtinimdm9tri€  Okwntkimimtr  SekrifL  d.  Vm-.  /.  Scc-F^,  Bd. 
105.  pp.  177.  191. 

«  Vwkttndhm^m  «ikr  dm  S»mk}mmkt9mhmmd§,  Aahm  2.  p.  S4.  As  freqoaDt 
Hf^f^mt^  U  mmAi  to  thm  \mpmial  CmxUil  Inoniry.  tha  full  titlaa  of  thaTmrioon  tmruH 
invMtiffttioDS  eit«d  art  hm%  lerreii,  with  abort  titlw  for  irfctauoe.  Tlw  Sicmemoth 
edition  b  wwl  oceepi  for  Um  StabhrnksrerlMiKL      Tbt  wmmnl  Utte  is  Komtn- 


dtktfHBeJu  Vtt  kamdlmm^tn  nikr  dm^ttckt  KvUXU.  Tbs  partieular  invfintigstioM 
t<ftr»d  to  art:  Vwhmmdtmmtmi  witir  dm  rfcaim'tcft  wat^M^'wfc^w  & nfc « ■wnufwrfifcaf 
(**Xii«iMte,  v."];  Vmh^ndlmMm  ^A&r  dm  Hsftiwf  Ym^OMd  ^*Bmqmet^  Vl.'l; 
VmhrnMAMrngm  wktr  dm  Ymhmmd  dt^itdkm-  Dmkiwalsumrk9  V^Enymttt,  VIII."]; 
rjrfciuCunftn  Mter  dm  WmmbUdmrhand  V'inqu§l»,  IX.'1:  V^HMmdhmgm  mAtr 
dm  SiahlwiiikMtmhamd,  B^Ompt  b,  dmitekm  RmdmamMitm',  Annst  18.  1905  V'Bn- 

*  Martin,  Di§  Bmmmdmatru  m  ihrm  Kampf  wm  dm  Atmfiwiilr,  Letpaic.  1904. 
P.5S. 


Digitized  by 


Google 


THE  GERJiiAN  STEEL  SYNDICATE  369 

the  production,  but  also  on  the  movement  of  imports  and 
exports.  Germany  is  both  an  importer  and  exporter  of 
iron  products.  The  movement  for  1904  is  shown  in  the 
foUowing  table  :^ — 

*    /mporto.  ExporU, 

Pig  iron  and  half-products  ....  240,233  tons  701,985  tons 
Iron  manufactures 101,492    "        2,022,01      " 

The  chief  imports  were  pig  iron,  scrap  iron,  steel  bars, 
iron  for  ploughshares,  and  tin  plate.  The  chief  exports 
were  pig  iron,  half-products,  beams  and  girders,  rails, 
steel  bars,  sheet  bars  and  sheets,  rods,  coarse  iron  wares, 
etc.  The  principal  foreign  markets  for  German  half 
products  in  1904  were  England  and  Belgium.  More  than 
half  of  the  total  was  destined  to  England.'  The  exports 
of  rails  from  CSrermany,  on  the  other  hand,  were  widely 
distributed,  though  England  again  was  the  chief  market. 
England  was  also  the  chief  purchaser  for  beams  and  girders. 
In  regard  to  the  oflBcial  export  statistics  a  great  difficulty 
always  exists  on  account  of  the  fact  that  the  given  country 
of  destination  is  not  the  country  of  final  destination  or  con- 
sumption. The  exports  to  Holland  and  Belgium  are,  in 
large  part,  really  destined  for  England. 

Although  the  German  iron  industry  is  extremely  for- 
midable in  international  competition,  it  imdoubtedly  finds 
a  good  deal  of  its  strength  in  the  existence  of  an  effective 
protective  tariff,  which  secures  the  home  market  and  en- 
ables it  to  dump  its  surplus  products  in  the  world  markets. 
The  protection  established  for  the  iron  trade  has  a  vital 
relation  to  the  existence  of  the  various  iron  and  steel  com- 
binations. Before  the  present  protective  policy  for  the 
iron  trade  was  inaugurated,  the  production  lagged  far 
behind  the  consmription.*  In  1878  a  special  committee 
of  inquiry  was  appointed  to  investigate  the  subject,  which 

)  Jakrb,  /.  d.  O,  Dortmund,  ig01-04«  p.  734. 
*EnQm§U,8,V„AnUgi&7,  *  Heymaon.  p.  137. 
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ahaoel  crar^oosiT  agreed  that  proteetion  fot  the  iron 
iDdas^rT  va«  iMuiiwiy,  mad  this  conrfiiaon  was  fdlowed 
br  a  kv  1879  which  imposed  duties  hi^er  Uian  tiioee 
recommenied,  which  remained  in  effeet  without  substantial 
change  down  to  the  recent  recasting  of  the  tariff  (to  go 
into  effect  March  1,  1906).  Tbe  duties  on  an  ad  valorem 
basis,  both  in  the  old  and  ui  the  new  schedules,  amount  to 
about  15  per  cent,  on  pig  iron,  20  per  cent,  on  rails,  16 
per  cenu  on  sheets,  and  9  per  cent  on  rods/ 

There  are  a  number  of  laige  iron  and  sted  conco-ns  in 
Germany  which  combine  with  the  manufacture  of  steel 
the  production  of  the  raw  matoials,  iron,  (»*e,  coal,  coke. 
But  the  individual  concern  has  ceased  to  be  the  unit  in 
German  industry  to  a  laige  ext^it.  The  modern  imit  is 
the  cartdl.  The  most  impcvrtant  matte's  of  commercial 
and  economic  pcdicy  are  det^mined  to-day  by  these 
combinaticHis. 

Combinations  in  the  G^inan  iron  industry  are  of  ancient 
date,  and  have  assumed  fcHins  adapted  to  the  contempo- 
lary  economic  organization.'  The  distinction  between  the 
early  methods  of  combination  and  the  modern  system  lies 
not  only  in  the  more  comprehensive  character  of  the  latter, 
but  also  in  the  fact  that  the  modern  iron  industry  is  es- 
tablished on  a  stupendous  scale,  and  operates  for  the  world 
market.  It  is  oftenstated  that  the  first  German  cartell  was 
the  tin  plate  combination,  which  was  formed  in  1862;  •  but 
this  was  not  the  first  cartell  even  in  the  iron  trade.  Rail 
pools  existed  over  fifty  years  ago.*  It  was  not  until  the 
seventies,  however,  that  they  acquired  much  importance. 

^Voelokar*  "L*itcU  aetud  d«  Vindutrie  tidkntgivue  aUtmantU  ei9»  9rgam- 
iMiion."  Rmnis  teonomigu*  initniaiiimale;  D^temfareM^KM,  p.  734.  Of.  Dm-  4Mtodk« 
ZoUtarif  vom  26  DmtmUr  1002  mit  dem  auf  dmi  HmndeUvertngen  dm  De%daekm 
BmehB  . . .  beruhtndtn  BMHrnmungm,  Berlin,  1905. 

*  Cf,  HeymMin,  pp.  M,  60. 00,  06.  136, 186.  ete. 

iQtOMiiiaim,  "C^«6«r  induttriM^  KarttXU,"  Jakrb,  /.  Omttao.,  Jwhrt-  1801,  ^ 
248. 

4  KollmMiii«  lUr  dmd9ek$  Stmhlwerlufm^tnd,  BorUa*  lOOS.  p.  6. 
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There  was  an  over-development  of  the  iron  industry  at 
the  b^inning  of  that  decade,  and  during  the  following  de- 
pression the  producers  resorted  to  combinations  to  restrict 
their  output  and  to  maintain  prices.  The  early  cartells 
were  generally  quite  limited  as  respects  the  conunodities 
and  the  r^on  included  in  the  agreement.  The  first  im- 
portant exception  to  this  (apart  from  rail  pools)  was  the 
combination  of  German  Rolling  Mills,  which  originated  in 
1886  in  Silesia  and  expanded  to  include  the  whole  country. 
It  exercised  a  very  marked  influence  over  the  German 
iron  trade  down  to  its  dissolution  in  1893,  in  the  face  of 
new  competition.^  The  head  of  this  combination,  Caro, 
declared  at  the  time  that  it  failed  because  a  cartell  of  rolled 
products  could  not  stand  alone:  it  was  necessary  to  car- 
tell  the  raw  materials  and  the  finished  products  also.  At 
that  time,  however,  the  producers  of  raw  materials— coal 
and  pig  iron — ^had  not  been  able  to  extricate  themselves 
from  the  position  into  which  their  previous  over-develop- 
ment had  brought  them.  They  were  also  facing  a  constant 
decline  in  prices,  owing  to  rapid  reductions  in  the  cost  of 
production  due  to  technical  improvements.*  The  rolling 
mills  and  the  manufacturers  of  finer  wares  were  in  a  rela- 
tively favorable  situation.  They  often  got  their  raw 
material  imder  cost.'  The  large  mixed  works,  or  those 
which  combined  the  production  of  raw  materials  with  the 
manufacture  of  commercial  products,  complained  of  the 
disadvantage  at  which  they  were  placed  as  compared  with 
the  straight  rolling  mills  {reine  Walzwerke)}  There  was 
no  advantage  at  that  time  for  a  rolling  mill  to  acquire 
coal  mines  or  to  estaUi^  blast  furnaces,  and  hence  the 

^Cf.  CKO,**IUr  d0uUeh€  WaUwtrktwerhand,**  Sehr^tmd.  Verein§  /.  Soc-Pol., 
Bd.60.pp.48«(M9. 

*  Cf.  Ketlaer.  D%§  deuUcktn  SiamuWs,  1002.  p.  18. 

*  Vo«Bbt0iD.  ^*Di»  rheiniaek^iMtifdlitKt  Momrnn-  u,  EitenindutirU,"  Sckriften 
4,  7«rmu  /.  Sec-Pol.,  Bd.  106,  pp.  81-63. 

4  H«3rmMin,  p.  149. 
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-aat  irdsr  JL  IsSf.'  hm  i:  im not  nual  ibr  Gobe Syndieate 
VBT  «cc>imjihBhftd  ir  18SiO  ihMX  a  sbpir  bwiB  ms  fiormecL 
Ti^  ir3L  mdiffiSTT  ime  sdL  in  a  wak  poatioB.    In  1892 
'^  jx  iroL  pradnoe^  of  the  Buhr  aiid  lht  IGnette  got  to- 
ppuie*.  viiie  m  pig  ircai  cvtdl  vbs  f cnnMl  in  Skgeriand 
Tvo  vevs  lfc*€r.'    The  ore  prDdurtkm  m  Sogcrland  was 
rccLlcDed  in  the  sunr  voir.*    In  the  IGnette  the  ore  was 
ahDoei  fz.vsr^  oactralidd  by  the  blast  fumaees.^    More 
isipQTt&iit  ihan  fJI  d  these  wis  the  formation  of  the  Coal 
Syikdifatie  in  ISS&}    Hiis  pomrful  combination  dominated 
the  vLok  indiis^iT  duriog  the  ensiling  decade.    Thus  the 
foundations  were  hid  for  a  new  r^ime  in  the  iron  trade, 
in  which  those  who  controlled  the  raw  materials  were  to 
have  a  great  advantage.    The  days  of  cut-throat  compe- 
tition between  mining  companies,  in  ndiich  the  iron  manu- 
facturer  could  speculate  on   the  demand   for   finished 
products  with  the  assurance  that  the  raw  matmal  would 
be  abundant  and  cheap,  were  over.    The  new  fuel  cartells 
were  founded  on  the  principle  of  monopoly  control,  and 
the  pig  iron  cartdls  partook,  to  scnne  extent,  of  that  char- 
acter also.    The  combinations  among  the  manufacture^ 
of  iron  jH'oducts  did  not  keep  pace  with  these  developments 
among  the  produca^  of  raw  materials.    The  cartell  of 
German  Rolling  Mills  was  dissolved  in  1893,  and  no  genial 
combination  appeared  to  take  its  place.    The  rail  pool 
seems  to  have  maintained  a  continuous  existence,  but  the 

iQfOMOUUiii,  pp.  240-241.  *  Heymann,  pp.  72. 1&2. 

»  OtijooB,  La  orim  anemand§,  p.  116.  «  BoaMlmann,  p.  15. 

•  C/.  WalkOT,  tfofiofwliteie  C<Nii6«nafiofi«  tn  M«  G0f^^ 
1904. 


Digitized  by 


Google 


THE  GERMAN  STEEL  SYNDICATE  363 

beam  pool  was  dissolved  about  1892,  though  reorganized 
shortly  after  .^ 

In  1894-95  a  marked  improvement  appeared  in  the 
conmiercial  situation  in  general,  and  in  the  iron  trade  in 
particular,  which  lasted  imtil  1900.  Although  some  of  the 
earlier  cartells  may  have  been  "Kinder  der  Noth"  the 
period  of  prosperity  furnished  apparently  a  healthful  en- 
vironment for  growth. 

The  most  important  event  of  this  period  was  the  es- 
tablishment of  a  half-products  cartell.  This  innovation 
was  a  consequence  of  new  technical  conditions,  and  par- 
ticularly the  development  of  great  steel  mills  for  the  pro- 
duction of  Thomas  or  basic  steel.  The  characteristic  prod* 
ucts  of  these  steel  mills  are  rails,  beams,  and  half-products 
(ingots,  billets,  sheet  bars,  etc.).  The  half-products  are 
the  raw  material  of  the  rolling  mills.  The  large  steel 
works  foimd  that  the  straight  rolling  mills  were  not  keeping 
pace  with  their  development,  and  that  it  was  safer,  as 
well  as  more  profitable,  to  work  up  their  own  crude  steel 
to  a  large  extent.  They  were  generally  mixed  works, 
controlling  their  own  supplies  of  fuel,  ore,  and  pig  iron. 
These  works  formed  the  Half-products  Syndicate  (Halb- 
zeugverband),  and  this  cartell,  combined  with  the  rail  and 
beam  pools,  was  the  immediate  forenmner  of  the  present 
Steel  Ssmdicate.  At  first,  however,  they  had  a  price 
agreement  simply,  and  it  was  somewhat  later  (1899)  that 
the  sale  of  half-products  was  syndicated.*  This  cartell 
soon  included  all  tihe  great  steel  works  of  western  Grermany . 
The  works  supplied  the  straight  rolling  mills  with  their 
raw  material,  and  at  the  same  time  competed  with  them 
in  the  manufacture  and  sale  of  rolled  products.  This  put 
the  rolling  mills  in  a  dangerous  position,  because,  techni- 

1  Heymann,  p.  153;  KoUmann,  pp.  7,  8. 

'  Cf,  Voeleker,  Btriehi  vtber  daa  KarteUvcnm  tn  der  {nlandieehen  BiseninduttrUp. 
Berlin,  1008,  p.  A2.    Cf.  A.  Kirdorf,  BnqueU,  VI.,  p.  410;  KoUmann.  p.  7. 
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dUy,  diey  woe  no  omtriL  for  tfae  great  atcel  works.  In 
1^7  &  compreiieiiHrre  bat  eompfinted  cartell  was  estob- 
tished  between  the  pig  iroa  tiiirtaniFi  of  the  Bubr,  the 
Minetre,  ami  Si^;erkiiiL'  In  the  period  between  1895 
ami  1904  cfae  principal  carteOs  estafafiahed  for  rolled  prod- 
ucts were  as  follows:  hea^y  sheets'  and  rods'  m  1897, 
wire  naib  in  1896/  and  light  sheets  in  1902.'  Tbe  rottiDg 
miUs  Euled,  however^  to  eartell  steel  bars.  In  Silesia  rolled 
products  WH^  effectiYetj  carteOed  ever  since  1887,  in 
one  form  or  another.*  These  earteOs  do  wA  comprise, 
by  any  means,  all  of  those  found  in  the  steel  industry 
during  this  period*  but  were  the  most  important  c<xmected 
with  the  development  of  organiation  in  the  sted  trade.^ 

The  development  of  cartdk  in  various  steel  products 
ealled  forth  protective  organiaatioos  among  the  consumers. 
An  important  organiaation  of  this  sort  was  the  Rhenish- 
Westphalian  Purchase  Association  for  pig  iron,  which  was 
established  in  1901.'  Mare  important  than  this  was  the 
Association  for  the  Protection  of  the  Intarests  <rf  the 
Consumers  of  Half-products  which  was  formed  in  1902. 
This  included  forty-two  concerns,  mostly  straight  rolling 
mills,  with  a  demand  (in  1903)  for  560,000  tons.'  ThGre 
were  num^ous  oth^  purchasing  combinations,  especially 
during  the  recent  crisis. 

The  reasons  for  the  formation  of  the  Steel  Syndicate, 
according  to  an  official  statement  made  to  the  govern- 
ment, were  substantially  as  follows:  The  discovay  of  the 
Thomas  or  basic  process  had  made  practicable  the  utilisa- 
tion of  the  immense  deposits  of  phosphoric  ore  in  the 

I  H^yiiuuin,  p.  168;  \otA6k»t,^Bmieht,  pp.  30-37. 

>  KwtMr,  pp.  M.  M.  >^fi«iMte,  VIII..  pp.  006. 607. 

«/«rf..  p.  711. 

•  Siatittik  d.  Obtr$ekim.  Btrg-  u,  Hiittmwmrk;  1002,  p.  80. 

•  EnqutU,  S.V.,  Aii1j«»  2. 
yC^Vo^^eke^,INr^e^,p.73<<^^g.;gl^^1^<<^.VI.,pp.S7M76;^>^W^e^^f^^rf^liiH^ 

i««Mi9.  1001,  p.  141. 

•  Emqmf.  v..  pp.  3«S,  S54.  •AM..  VI..  p.  401. 
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Minette  district,  and  had  given  rise  to  a  number  of  large 
steel  works  adapted  to  that  purpose.  This,  in  turn,  had 
induced  the  existing  steel  works  to  modernize  and  enlarge 
their  plants,  which  caused  an  overproduction  of  steel,  and 
imposed  upon  the  steel  works  the  necessity  of  combining  to 
restrict  their  output.  The  earlier  efforts  in  the  way  of 
price  agreements  proved  ineffectual,  and  made  necessary 
the  establishment  of  stronger  combinations.  Strong  car- 
tells  thus  established  in  various  steel  products  proved 
defective  ^dso,  because  they  lacked  control  over  the  export 
trade,  as  well  as  a  comprehensive  oversight  of  the  market. 
The  Steel  Syndicate  was  formed,  therefore,  with  the 
intention  of  bringing  about  a  harmonious  action  in  all 
lines  of  steel  production.  The  first  step  was  to  secure  an 
effective  combination  of  the  heavy  rolled  products  (half- 
products,  rails,  and  structural  steel),  and  these  products 
could  be  more  easily  brought  into  a  combination  because 
they  were  made  to  a  great  extent  by  a  limited  number 
of  large  mixed  works,  which  had  a  certain  economic  like- 
ness. The  next  step  was  to  bring  about  a  cartell  for  the 
light  rolled  products.  This,  however,  had  not  gone  beyond 
a  determmation  of  quotas,  and  awaited  an  agreement 
with  the  outside  straight  rolling  mills  and  the  Siemens- 
Martin  (open  hearth)  steel  mills  before  it  could  be  firmly 
established.^ 

The  project  for  the  Steel  Syndicate  was  first  broached 
in  a  practical  sense  in  the  autumn  of  1902.  The  chief 
spirit  in  the  movement  was  Adolf  Kirdorf ,  the  head  of  the 
Half-products  Syndicate.  After  prelimmary  preparations 
a  meeting  was  held  in  February,  1903,  which  chose  a  com- 
mission to  -wBfk  4ip  ^  4>lan.  This  plan  came  up  for  ac- 
ceptance in  the  autumn  of  the  same  year.  There  were  the 
usual  protracted  negotiations,  but  finally  all  of  those 
works  whose  adhesion  was  regarded  as  vital  were  secured 
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by  various  compromises  and  concessions,  except  E[rupp, 
Phoenix,  and  Westfaelische  Stahlwerke.  The  agreement 
was  ratified  nevertheless  on  March  1,  1904,  and  ahnost 
immediately  after  Knipp  joined  in  consida^tion  of  an 
enlarged  quota.  It  was  deemed  essential,  however,  that 
Phoenix  ^ould  enter  the  combination,  and  the  ne^y 
formed  Sjoidicate  applied  all  its  commercial  and  financial 
influence,  especially  with  the  Coal  Sjoidicate  and  the  banks, 
to  achieve  its  purpose,  treating  it  as  a  "scab"  concoiL 
The  management  of  Phoenix  refused  to  join  because  they 
regarded  the  quota  allotted  to  them  as  insufficient.  The 
Sjmdicate  soon  succeeded,  chiefly  through  the  influence 
of  the  great  banks,  in  getting  the  shareholders  of  Phoenix 
to  reverse  the  policy  of  the  management.  The  vigorous 
and  drastic  measures  which  the  Sjmdicate  took  to  accom- 
plish its  purpose  excited  a  good  deal  of  unfavorable  criti- 
cism, but  Phoenix  has  accepted  the  situation  with  a  toler- 
ably good  grace.^  As  a  matter  of  fact,  its  profits  have 
shown  a  large  increase.' 

The  Stahlwerksverband  went  into  effect  on  March  1, 
1904.  It  was  concluded  for  a  term  ending  on  June  30, 
1907;  and,  in  case  there  is  no  written  objection  to  its 
continuance  by  any  member  before  December  31,  1906, 
it  is  to  stand  until  June  30, 1912.  The  character  of  this 
agreement,  in  respect  to  matters  of  general  interest,  is 
substantially  as  follows:' — 

The  steel-works  owners  in  the  combination  have  an 
agreement  whereby  they  obligate  themselves  to  sell  certain 
products  to  their  central  company,  which  is  called  the 
Stahlwerksverband.  They  agree  further  to  meet  in  a  gen- 
eral assembly  to  perform  certain  duties  imposed  by  the 

>  Cf,  QMohMlto-Berioht  PhoMiix.  1008-04. 

*Liefmano,  *'Zur  heuHotn  Lagtd^  d€uU^ktn  Oro9§eittnindutiru"  ConrocTf 
JahHrnechtr,  November.  1906. 

*Thit  etatement  ia  hawd  on  tlie'tezi  of  thie  acreement  and  a  oondensed  ear- 
poeition  thereof  submitted  to  the  government  by  the  Steel  Syndicate.  Gf.  ^• 
qusU,  8.V„  Anlage  5, 
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agreement  on  that  body,  and  also  to  submit  to  the  direc- 
tions of  certain  organs  provided  for  in  the  agreement. 
The  Stahlwerksverband,  or  central  company,  has,  on  its 
part,  an  agreement  with  the  steel-works  owners  to  pur- 
chase all  of  their  products,  of  the  kinds  specified,  and  to 
sell  them  again  imder  the  terms  fixed  by  the  agreement. 
The  Assembly  of  the  Steel-works  Owners  elects  an  Advi- 
sory Council  {Beirat),  a  body  called  the  Commission,  and 
several  subordinate  commissions.  The  Stahlwerksverband 
has  the  usual  statutory  organs  of  a  company;  namely, 
Supervisory  Coimcil,  Managing  Directors  (Voratand),  and 
General  Assembly.  In  the  Assembly  of  Steel-works  Owners 
each  member  has  one  vote  for  every  10,000  tons  quota  of 
production.  Some  of  the  chief  powers  of  this  body  are: 
(1)  election  of  Beirat  and  Commission,  (2)  admission  of 
new  members,  (3)  determination  of  eventual  restriction  of 
quotas,  (4)  assent  to  sales  or  leases  of  plants  by  owners, 
(5)  determination  of  penalties,  (6)  dissolution  of  agreement 
in  case  of  reappearance  of  competition,  and  (7)  provision 
for  the  inclusion  of  light  rolled  products  (B-Products)  in 
S3aidicate  sales.  The  Beirat  is  composed  of  members 
elected  by  the  Steel-works  Owners,  each  owner  or  group  of 
owners  having  the  right  to  elect  one  member  for  every 
500,000  tons  of  quotas.  The  members  of  the  Beirat  must 
be  chosen  from  the  General  Assembly.  The  chief  powers 
of  the  Beirat  are  (1)  holding  members  of  the  combination 
to  their  agreement,  (2)  provision  of  rules  r^arding  selling 
prices  and  terms  of  sale,  (3)  determination  of  increase  of 
quotas  for  B-Products  (see  below),  (4)  determination  of 
prices  to  be  paid  the  Steel-works  Owners,  (5)  disposition  of 
reserves,  (6)  imposition  of  penalties,  and  (7)  authorization 
to  Vorstand  to  conclude  agreements  with  competitors, 
etc.  The  third  orga4  of  the  cartell  is  the  Commission, 
which  is  composed  of  e^ht  members,  and  which  has  the 
following  powers:  (1)  classification  of  commodities,  and  (2) 
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determination  of  ''scale  prices/'  comparative  weights  and 
compensation  for  imusual  specifications.  Among  the 
subordinate  commissions  the  freight  commission  may  be 
specially  mentioned. 

The  selling  company  is  called  the  ''Stahlw^ksverband, 
Aktiengesellschaft."  It  is  located  in  Diisseldorf.  The 
purpose  of  the  company,  as  described  in  the  by-laws,  in- 
cludes not  only  the  purchase  and  sale  of  iron  and  steel 
products  of  all  kinds,  but  also  the  acquisition  and  opera- 
tion of  all  kinds  of  enterprises  which  are  connected  with 
the  storage  and  transportation  of  iron  and  steel  products. 
This  company  has  a  share  capital  of  400,000  marks  in 
registered  shares,  which  are  not  transferable  without  the 
consent  of  the  General  Assembly.  This  capital  is  nominal 
in  amount,  because  the  company,  although  it  does  an 
enormous  business,  ^  is,  in  effect,  only  an  agent  of  the 
Steel-works  Owners,  and  sells  for  cash.  The  Managing 
Directors,  or  the  Vorstandf  conduct  the  business  of  the 
company,  which  has  a  very  large  and  highly  organ- 
ized bureau.  There  is  one  department  for  accounting, 
statistics,  taxation,  freights,  legal  work,  and  for  dealing 
with  the  public  authorities,  and  a  department  for  the  sale 
of  each  of  the  three  kinds  of  heavy  rolled  products. 

The  commodities  covered  by  the  agreement  are  speci- 
fically described.  They  include  (1)  the  production  of  crude 
steel  and  forge  iron;  (2)  the  purchases  of  the  same,  and 
also  of  rolled  half-products  and  products  enumerated 
under  the  two  following  specifications;  (3)  the  p'oduction 
of  half-products,  railway  material,  and  structural  steel; 
(4)  the  production  of  bars,  rods,  heavy  and  light  sheets, 
tubes,  railway  axles,  wheels  and  tires,  forge  pieces,  cast 
steel  pieces,  etc.,  so  far  as  not  made  from  material  under 
3  and  4,  but  directly  from  crude  steel;  and  (5)  the  purchase 

>  The  mlm  in  the  flnt  yur,  wbkh  did  not  eomprin  the  whole  cmtpot,  weie 
about  162.000,000.    a.  Iron  mtd  Coal  Tndtt  Bmrar,  September  15, 1906. 
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from  Steel-works  Owners  of  commodities  enumerated  under 
3,  if  they  are  for  the  plants  of  the  Steel-works  Owners,  and 
if  the  products  thereof  are  sold  by  the  cartell.  The  prod- 
ucts enumerated  under  1  and  3  are  called  A-Products, 
and  those  under  4  are  called  B-Products.  The  Stahlwerks* 
verband  buys  from  the  Steel-works  Owners  all  the  products 
which  are  offered  for  sale  under  the  group  A-Producte, 
and  sells  the  same  for  the  general  account.  For  B-Products, 
on  the  other  hand,  the  amoimt  of  production  is  fixed,  but 
the  sale  is  left  to  the  Steel-works  Owners  individually,  or 
to  such  other  cartells  as  they  may  belong  to. 

The  quotas  of  the  Steel-works  Owners  for  the  A-Products 
sold  by  the  Stahlwerksverband  are  based  on  the  amount 
of  crude  steel  originally  allotted  to  each  by  the  agreement, 
This  is  called  the  principal  quota,  and  is  divided  into  three 
^ group  quotas" ;  namely,  (1)  crude  steel  and  half-products 
(or  direct  sale,  (2)  railway  material,  and  (3)  structural  steel. 
The  group  quotas  are  given  in  crude  steel  equivalents.  It 
is  the  duty  of  the  selling  company  to  distribute  the  orders 
so  that  each  concern  shall  have  its  share  according  to 
its  quotas.  There  are  various  particular  provisions  in 
this  connection.  If  the  total  of  the  quotas  is  increased, 
they  must  all  be  increased  in  proportion;  but,  if  any  con^ 
cem  is  unable  to  maintain  the  increased  output  allotted 
to  it,  the  works  which  produce  the  excess  are  required  to 
pay  those  which  produce  less  a  contribution  of  5  marks 
per  ton.  Certain  exchanges  in  quotas  between  different 
plants  are  allowed,  with  the  consent  of  the  Vorstand,  and 
it  is  also  provided  that  the  Vorstand  can  make  arrange^ 
ments  whereby  certain  works  shall  receive  the  bulk  of 
orders  for  unusual  specifications.  Both  these  provisions 
aim  at  a  greater  economy  of  production  by  a  division  of 
labor.  Each  Steel-works  Owner  must  fulfil  orders  allotted 
him;  but,  in  case  they  involve  changes  in  his  equipment, 
compensation  must  be  made.    Where  a  concern  uses  its 
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own  products,  the  Stahlwerksverband  does  not  intervene 
as  a  buyer  ot  sdl^. 

The  sellmg  prices  are  fixed  by  the  Vorstand  under  the 
guidance  of  rules  laid  down  by  the  Beirat.  The  Steel-works 
Owners  receive  a  Tninifnum  price  C  table  price  ")  originally, 
and  afterward  what  excess  remains  from  the  actual  pro- 
ceeds after  deduction  of  the  various  expenses  of  admin- 
istration, reserve,  rebates,  etc.,  incurred  by  the  selling 
company.  It  is  evident  that  the  only  way  open  for  any 
particular  concern  to  increase  its  profits  is  to  reduce  its 
costs  of  production.  The  "table  prices"  are  for  Thomas 
or  basic  Bessemer  steel.  Extra  prices  are  allowed  for 
commodities  of  superior  grade,  based  on  the  extra  proceeds 
of  sale.  A  particular  concern  may  receive  higher  prices 
than  others  if  it  is  clear  that  its  product  commands  a  higha* 
price  in  the  market  on  account  of  quality.  Important  feat- 
ures of  the  price  regulation  are  the  freight-basing  points. 
In  the  domestic  trade  the  rules  are  as  follows:  for  half- 
products  there  are  five  bases,  and  the  purchaser  is  quoted 
a  price  from  the  base  nearest  to  his  works;  for  railway  ma- 
terial the  base  is  the  producing  concern;  for  structural 
steel  the  base  is  Diedenhofen.  In  the  foreign  trade  the 
basing  point  is  the  plant  most  favorably  located  for  the 
purchaser.  These  rules  represent  partly  compromises 
between  different  interests  in  the  combination  and  partly 
attempts  to  economize  freight  charges.  For  the  foreign 
trade,  for  example,  each  concern  has  the  advantage  or 
disadvantage  resulting  from  its  geographical  situation 
with  regard  to  the  destination.  In  domestic  railway 
material,  on  the  other  hand,  geographical  situation  has  no 
effect.  Export  bounties  which  are  received  from  otho* 
cartells  (e.g.,  Coal  Syndicate  or  Pig  Iron  Syndicate)  are 
distributed  in  such  a  manner  that  the  Steel-works  Owners 
who  make  the  commodities  for  which  export  bounties  are 
received  get  their  share  thereof,  whether  their  products 
are  exported  or  not. 
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For  the  B-Products  the  principal  quota  is  the  weight  of 
crude  steel  required  to  make  them.  This  is  fixed  for  each 
concern  in  the  original  agreement.  A  concern  can  reduce 
its  sale  of  B-Products  at  will.  On  the  other  hand,  it  can- 
not increase  its  sales  without  leave  from  the  Beirat.  If  a 
concern  sells  more  than  its  allotted  quota,  it  must  pay  20 
marks  per  ton  for  such  excess  sales. 

The  agreement  provides  for  a  "reserve,"  which  is  in- 
tended principally  for  the  promotion  of  the  export  trade 
or  for  fighting  competitors.  It  is  acquired  by  deductions 
made  from  the  proceeds  of  sale  on  the  basis  of  the  "  table 
prices."  This  assessment  is  fixed  by  the  Assembly  of 
Steel-works  Owners,  with  the  limitation  that  it  cannot  ex- 
ceed 3  per  cent,  of  the  siuns  paid  under  the  "table  price" 
payments.  The  Steel-works  Owners  are  prohibited  from 
selling  or  leasing  their  plants  without  the  consent  of  the 
Assembly  of  Steel-works  Owners,  but  this  assent  must  be 
given  if  proper  guarantees  are  provided  for  the  fulfilment 
of  cartell  obligations.  On  the  other  hand,  the  Steel-works 
Owners  are  forbidden  to  buy  or  operate  any  outside  plant 
that  makes  A-  or  B-Products  or  to  erect  new  plants  for 
the  production  of  those  commodities.  The  Vorstand  has 
the  right  to  supervise  all  concerns,  and  to  inspect  plants, 
books,  and  papers,  in  order  to  insure  due  performance  of 
obligations.  Detailed  provisions  are  made  r^arding  fines 
and  penalties.  An  arbitration  court  is  established  also, 
which  (to  the  exclusion  of  the  courts  of  law)  has  jurisdiction 
over  disputes  concerning  the  obligations  of  the  parties  to 
the  agreement.  In  case  new  competition  appears  during 
the  term  of  the  cartell  with  a  production  amounting  to 
5  per  cent,  of  the  cartell  in  A-  or  B-Products,  according  to 
the  opinion  of  the  Beirat,  the  agreement  may  be  cancelled. 

The  original  quotas  of  the  members  of  the  Stahlwerks- 
verband  for  di£ferent  products  are  shown  in  the  following 
table: — 
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In  addition  to  the  quotas  given  above,  certain  concerns 
have  the  privilege  of  purchasing  a  fixed  amount  of  steel. 
The  only  important  allowance  is  that  of  Phoenix,  which 
amoimts  to  100,000  tons.  Besides  this  certain  other 
works  are  to  receive  in  the  future  certain  additions  to  their 
quotas.  Here,  again,  there  is  only  one  case  in  which  a 
considerable  increase  is  provided  for;  namely,  Krupp, 
which  by  April,  1907,  will  be  allowed  706,000  tons  for  its 
total  quota.^  Taking  the  total  quotas,  the  geographical 
distribution  is  as  follows:  for  the  Rhenish- Westphalian 
works,  54  per  cent.;  for  the  works  in  the  Saar,  Lorraine, 
and  Luxembiu^,  32  per  cent. ;  for  Upper  Silesia,  7  per  cent. ; 
and  the  r^nainder  (7  per  cent.)  in  various  parts  of  Ger- 
many.' 

The  proportion  of  the  production  of  the  Stahlwerks- 
va-band  to  the  total  production  of  Germany  is  estimated 
at  about  90  per  cent.'  All  the  important  steel  works  which 
were  deemed  to  come  within  the  scheme  of  organization 
except  one — the  WestfaUsche  Stahlwerke — ^are  included 
in  the  agreement.  Several  works  have  been  added  since 
then.  There  does  not  seem  to  be  any  immMiat^  likelihood 
of  new  competition  appearing.  To  start  a  new  first-class 
steel  works  with  an  independent  supply  of  coal  and  coke 
would  cost,  it  is  said,  fifty  million  marks.^  Voelcker  says, 
"The  German  Stahlwerksverband  represents  for  the  car- 
tells  in  the  iron  industry,  not  the  keystone  of  the  arch,  but 
rather  the  foundation  of  a  new  grouping."  *  The  chief 
purposes  of  the  cartell  are  officially  stated  to  be  (1)  the 
maintenance  of  the  domestic  market,  (2)  the  full  occupation 
of  the  works,  (3)  the  simplification  of  working  progranmies 

<  Jokrh.  /.  d.  O.  Dartmmd,  1901,-04,  pp.  720,  721. 
< /did.,  p.  722. 

*  Voeleker,  **L'tlat  oetud  tf«  Vi^u$tru  Hdirugi^ut  aUenumdg  d  «a  orpoiiiM- 
Hem,"  AcviM  loonomigtM  inltmoliofMit,  IMcembra,  1904,  p.  742. 

«jBiiffiMte.iS.F.,p.  16. 

•  Voekker,  R€9ut  kon.,  Dtfcembrt,  1904.  p.  744. 
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of  the  woi  ks,  and  (4)  the  elimination  of  competition  among 
German  works  in  foreign  markets/  Adolf  Kirdorf  was 
elected  as  the  first  head  of  the  Syndicate.' 

It  is  diifficult  to  estimate  the  capital  value  of  the  concerns 
in  the  Steel  Sjmdicate.  They  include,  of  course,  besides 
steel  mills,  coal  mines,  coke  works,  blast  furnaces,  etc.  If 
the  share  capital  at  the  market  quotation  is  taken,  and 
to  this  is  added  the  outstanding  fund^  debt,  a  fairly 
representative  figure  is  obtained.  On  this  basis,  using 
figures  chiefly  for  1904,  the  following  computation  has  been 
made  from  date  in  the  Dortmunder  Jahrbuch  and  Soling' s 
Boersenpapiere.  For  twenty  concerns  in  the  Syndicate, 
embracing  63  per  cent,  of  the  total  quotas  for  A-  and 
B-Products,  the  total  capital  value  is  computed  to  be 
about  958.27  million  marks.  If  the  same  proportion  be 
applied  to  the  aggr^ate  quotas  of  the  S3mdicated  con- 
cerns, the  total  capital  value  would  amount  to  1,521 
million  marks,  or  about  $362,000,000.' 

The  Steel  Syndicate  aimed  at  a  national  organization  of 
the  industry,  and  several  concerns  in  Upper  Silesia  were 
included  in  the  combination.  The  steel  producers  of  that 
region,  however,  went  further,  and  established  a  local 
organization,  which  in  some  respects  was  more  complete 
than  the  Steel  Syndicate.  The  distance  of  Upper  Silesia 
from  accessible  markets  makes  it  necessary  for  the  steel 
works  to  manufacture  the  finer  products  which  pay  better 
for  distant  shipment.  The  German  Rolling  Mill  Gartell, 
which  was  dissolved  in  the  early  nineties,  left  behind  it  in 
Silesia  a  local  cartell  which  included  all  but  one  conca-n, 
and  this  organization  lasted  down  to  the  end  of  1904. 
It  was,  however,  inadequate,  and  hence  some  of  the  Silesian 
works  joined  the  Steel  Syndicate.    This  led   to  the  or- 

1  Bnq%uU,  8,V  .  p.  37.  >  Stahl  v.  Buen.  1904.  p.  881. 

*  Jutn.  Ukmc  Uw  par  value  of  the  capital  stock,  the  reiervee,  and  the  bonded 
debts,  estimates  the  total  capital  tnvesfad  at  IQSIA  to  1041.6  million  marks.  IHt 
deuUehe  McntanindutirM  auf  dem  Wege  turn  Trutt,  Jena,  1905,  p.  81. 
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ganization  of  a  local  steel  combination^  on  December  16, 
1904)  which  went  into  effect  at  the  b^inning  of  1905. 
This  was  called  the  Oberschlesische  Stahlwerksverband 
G.  m.  b.  H.'  It  includes  the  eight  steel  works  of  Upper 
Silesia,  one  in  Berlin,  and  one  in  Danzig.  The  term  of  the 
agreement  is  fixed  from  January  1, 1905,  to  June  30, 1907, 
although  an  earlier  dissolution  was  possible  under  certain 
contingencies.  The  agreement  in  its  general  form  is 
modelled  on  that  of  the  greater  Steel  Syndicate,  but  it 
differs  in  one  very  important  particular.  As  there  is 
little  of  crude  steel  or  heavy  rolled  products  made  for  sale, 
these  are  not  S3mdicated,  but  the  light  rolled  products  are 
cartelled  instead.  Some  of  these  light  rolled  products 
are  sold  by  the  ssmdicate,  but  the  others  are  simply  regu- 
lated  as  to  output.*  There  were  some  diflBculties  in  the 
beginning  which  threatened  to  break  it  up,  but  these  were 
settled,^  and  soon  after  the  five  remaining  steel  works  in 
Upper  Silesia  became  members  of  the  larger  or  ''German'' 
Steel  Syndicate.* 

One  of  the  characteristic  developments  of  industrial 
combinations  has  been  the  suppression  of  the  middlemen. 
The  Steel  Syndicate  furnishes  some  striking  illustrations 
of  this  fact.  Before  the  formation  of  the  syndicate  the 
dealers  in  structural  steel  had  been  organized  in  five  groups 
by  the  Beam  Syndicate  and,*  these  groups  were  recognized 
by  the  Steel  Syndicate  after  it  was  established.  The  mem- 
bers of  these  groups  of  dealers  agree  to  sell  according  to 
certain  minimum  prices  and  conditions,  and  each  group 
has  a  distinct  territory.    Similar  organizations  have  been 

>  a.  BnqusU,  S.V.,  Anlace  4. 

'  Q.  m.  b.  H.  IB  the  abbrevifttion  for  "company  with  limited  liability." 

*  EnquMe,  8.V.,  Anlage  2;  DtttUehe  JndttMtrie-Zeitvno,  Deeember  30.  1004,  p. 
475. 

«  Of.  KarUa-BundBchau,  190&  pp.  270.  374.  428. 
» /Ml.,  p.  490. 

•  D€uUeh€  Induatrie-Ztitung,  January  22.  1904.  p.  34. 
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formed  in  Switzerland,  Denmark,  Sweden,  and  Norway.* 
The  Steel  Syndicate  declares  that  its  special  purpose  in 
promoting  and  recognizing  them  has  been  to  obtain  a 
better  view  of  the  market,  and  to  exercise  a  greater  control 
over  it.'  The  dealers  have  submitted  to  the  inevitable  with 
what  grace  they  could,  but  they  complain  that  the  profit 
(a  commission  practically)  is  too  small.'  For  the  other 
products,  which  the  syndicate  sells  directly, — ^namely, 
half-products  and  railway  material, — the  conditions  of 
trade  are  different;  i.6.,  they  are  both  sold  direct  to  the 
consumers  in  the  domestic  market,  and  al^o  to  some  extent 
abroad.  In  the  most  important  foreign  market  of  the 
Sjmdicate, — namely,  London — the  former  agents  of  the 
various  companies  have  been  organized  into  a  limited  lia- 
bility company  over  which  the  syndicate  has  taken  pains 
to  secure  complete  control,  both  of  personnel  and  stock- 
holders.^ Similar  agencies  have  been  established  to  rep- 
resent the  syndicate  in  Amsterdam  and  at  Brussels. 
Further,  in  order  to  get  a  better  view  of  the  English  mar- 
ket, the  syndicate  has  stopped  selling  f.  o.  b.*  Conti- 
nental ports,  and  sells  instead  c.  i.  f.  English  ports.*  The 
syndicate  has  even  introduced  sales  with  delivery  at 
works  to  the  English  consimier.^ 

It  would  be  difficult  to  appreciate  properly  the  policy  of 
the  Steel  Syndicate,  especially  on  account  of  the  brief 
term  of  its  existence,  without  some  reference  to  the  pre- 
vious movement  of  production  and  prices.  Before  speak- 
ing, however,  of  any  particular  feature,  it  is  desirable  to 
note  a  few  of  the  leading  facts  regarding  the  steel  market 

^Bnqu^t^  8.V„  AnUge  5,  p.  44;  Dmtfch€  InduatH0-Zeituno.  June  17,  1904. 
pp.  226.  227. 

>  BnqutU,  8.V,  AnUfe  5.  p.  44.  •  Ihid.,  p.  22. 

il>€ui»eh€  Induttrie-Zeitung,  May  27.  1004,  p.  108;  KarUU-Ruruhcfuni,  1904. 
p.  632. 

*  **FrM  on  board"  at  port  of  shipment. 

*  **Co8t,  inauranoe,  and  freight " ;  i.e.,  price  delivered  at  port  of  dettination.    . 
'  BnqueU.  S.V.,  Anlage  5,  p.  43. 


Digitized  by 


Google 


THE  GERMAN  STEEL  SYNDICATE  377 

in  recent  years.  The  period  since  1895  may  be  approxi- 
mately described  as  follows:  From  1895  to  1900  there  was 
a  great  boom,  which  culminated  in  a  short  period  of  high 
prices  in  1899-1900,  and  terminated  in  a  crisis  in  the  latter 
year,  which  In'onght  on  a  general  and  very  serious  collapse. 
A  period  of  depression  followed,  which  may  be  said  to 
cover  the  years  1901  to  1902.^  During  1903  improvement 
was  evident,  and  since  then  the  steel  trade  has  been  active, 
if  not,  generally  speaking,  remarkably  profitable.  The 
last  half  of  1905  has  brought  an  extraordinary  revival  of 
activity. 

The  raw  material  cartells  had  established  themselves  at 
the  b^inning  of  the  period,  and  occupied  a  favorable  po- 
sition throughout.  The  cartells  which  existed  in  finished 
products  were  generally  more  loosely  formed,  and  their 
policy  both  in  production  and  prices  was  less  conservative. 
When  the  depression  came,  they  were  in  a  weak  position, 
and  were  more  eager  to  form  combinations.  The  raw 
material  cartells  had,  however,  the  advantage,  and  suc- 
ceeded in  shifting  the  greater  part  of  the  losses  occasioned 
by  the  hard  times  on  to  the  manufacturing  branches. 
The  former  were  able,  that  is,  to  maintain  their  prices  to 
a  large  extent,  while  the  latter  had  to  reduce  theirs,  and 
to  accept  greatly  diminished  margins.  The  general  policy 
of  all  producers  was  to  keep  up  their  production,  and  to 
sell  abroad  at  any  cost  what  they  could  not  find  a  market 
for  at  home.  The  following  table  shows  the  movement  of 
production  in  some  leading  lines: — 

t  Of.  WaUnr.  pp.  09-77. 


Digitized  by 


Google 


378 


QUARTERLY  JOURNAL  OF  ECONOMICS 


o 

S 

o 

1 

8 


3  e 
H  fi 

I  i 


il 

o 
S 

o 

as 
o 


.1 


S6i 


m 


I 


Ji 

8s.9 

1^ 


=  I 


£ 


I 


S3nSSSS999 


l§S§S§§&ll 


ei  CO  CO  W  W»o  »o  •© 


l§lsS§ll|i 


SiUMIII 


'*  eo  00  CO -^  to  oB  «  o  o 
MO  CD  cet^'oe  00 t^oe  o  o 


QDwQOOOOOOtO&OiOkO^ 


Digitized  by 


Google 


THE  GERMAN  STEEL  SYNDICATE  379 

An  inspection  of  this  table  shows  a  great  increase  be- 
tween 1895  and  1900  for  all  the  products  given,  except 
rods  and  tin  plate.  The  decrease  in  production  in  1901  is 
equally  general,  with  a  slight  recovery  in  1902.  With 
1903  production  quite  generally  forged  ahead  of  previous 
figwes,  and  has  continued  to  increase  since.  The  steadiness 
with  which  production  has  increased  in  Germany  is  re- 
markable. Voelcker  states  that  the  normal  increase  in 
the  demand  for  steel  in  Germany  is  about  420,000  tons 
per  annum.^  The  pig  iron  production  in  Germany  during 
the  nine  years  ending  1904  increased  at  an  average  rate 
of  510,000  tons  per  annum.  The  production  of  pig  iron 
in  1904  showed  practically  no  increase  over  1903,  while 
half-products  declined  slightly. 

The  production  policy  of  the  Steel  Syndicate  during  the 
period  of  two  years  since  its  establishment  has  not  been 
characterized  by  any  extraordinary  features.  The  syn- 
dicate has  published  the  statistics  of  production  only  for 
A-Products.  The  shipments  of  these  products  (reckoned 
in  crude  steel  weight)  were  as  follows: — 

March  1,  1904,  to  February  28,  1905 

(12mo8.) 4,533,806  terns,  A-Product8 

March  1, 1905,  to  December  31,  1905 

(lOmoa.) 4,517,512     "  " 

The  production  of  the  first  business  year  was  about 
1.4  per  cent,  less  than  the  quotas  prevailing  for  that  period. 
The  production  for  the  first  eight  months  of  the  second 
business  year,  however,  was  about  9.9  per  cent,  greater 
than  the  prevailing  quotas  for  that  period.'  For  the  chief 
subdivisions  of  A-Products  the  shipments,  reckoned  in 
crude  steel  weights,  were  as  follows:' — 

1  Voeloker,  Bmme  4eon.,  D^oembre,  1904,  p.  732. 

s  Of.  Bnauei;  8.V„  Anlace  6;  Oluekauf,  1906,  p.  82;  Stahl  u,  Bi$en,  1905.  p. 
1385. 

*  a.  BnqtuU,  8.V,,  AnUge  6;  GHickauf.  1906,  p.  82. 
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Ptriod,  Half-pr^dueU.         RaUway  UatttioL        Struelwrml  StmL 

Bfarch  1,  1904,  to 

February         28, 

ig05  (12  ino6.)  .  1,599,698  tons  1,994,023  tons  1,529,435  tons 
March  1,  1905,  to 

December       31, 

1905  (10  mos.)    .     1,661,649     "       1,399,960     "        1,455,903    " 

Comparing  the  same  periods,  the  shipments  during  the 
first  ten  months  in  the  second  year  exceeded  the  shipments 
during  the  first  ten  months  of  the  first  year  as  follows:  for 
all  A-Products  by  18  per  cent.,  for  half-products  by  23 
per  cent.,  for  railway  material  by  20.4  per  cent.,  and  for 
structural  steel  by  11  per  cent.  The  production  policy 
of  the  syndicate  as  indicated  by  these  figures  shows  a 
decided  tendency  towards  expansion.  It  is  instructive  to 
compare  the  policy  of  the  Steel  Syndicate  with  the  Half- 
products  Syndicate  which  preceded  it.  The  following 
figures  for  half-products  are  in  finished  weights:^ — 

8aU$  of  Half-produeU, 
P§riod.  FinUked  WnglU: 

March  1, 1902,  to  February  28,  1903 1,460,637 

March  1, 1903,  to  February  28, 1904 1,449,698 

March  1, 1904,  to  February  28,  1905 1,411,903 

The  sales  in  1904-05,  imder  the  regime  of  the  Steel 
Syndicate,  were  less  than  those  of  the  Half-fu^oducts 
Syndicate.  This  reduction  came  out  of  the  export  trade, 
and  not  out  of  the  domestic  supply,  as  is  shown  by  the 
following  table  of  domestic  sales:' — 

Period,  FintBhod  WoiglUo. 
1902-03  737,621  tons 

1903-04  844,629    " 

1904-05  1,018,277  " 

The  data  r^arding  the  movement  of  B-Products  are 
very  meagre.  The  syndicate  does  not  generally  give  out 
these  figures.    KoUmann,  however,  gives  a  statement  of 

^  Bn^uolo,  5.F.,  AnUge  5.  ^  Ibid. 
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the  shipments  of  B-Products  during  the  first  year  of  opera- 
tion, together  with  the  quotas,  as  follows:* — 

B'ProduetB,                                        ShipmeniM,  QuoUu. 

Ban 1,718,211  tons  13^7,622  tons 

Rods 371,713    "  434,230    " 

Sheets 682,889    "  714,»27    " 

Axles 306,599    "  351,546    " 

Tubes 48,226    "  53,400    " 

At  the  end  of  March,  1905,  the  sjmdicate  voted  to  in- 
crease the  quotas  for  bars  and  sheets  by  5  per  cent.  This 
increase  became  permanent  on  July  1,  1905.'  The  total 
allotment  for  A-Products  on  July  1,  1905,  was  4,864,485 
tons,  as  compared  with  4,614,225  tons  shortly  after  the 
formation  of  the  combination.  The  addition  of  five  more 
concerns  in  Upper  Silesia  increased  the  total  to  4,900,000 
tons.'  In  January,  1906,  the  quotas  for  bars  and  sheets 
were  increased  again  by  5  per  cent.,  while  the  quotas  for 
rods  were  increased  10  per  cent.  The  total  increase  of 
quotas  over  the  original  quotas  are  as  follows:  bars  and 
rods,  10  per  cent.;  sheets,  15  per  cent.* 

The  movement  of  prices  in  the  steel  trade  has  been 
afifected  in  an  important  d^ree  by  the  existence  of  cartells 
for  the  various  products,  but  their  influence  on  prices  has 
been  very  unequal,  and  none  of  them  ever  had  complete 
mastery  of  the  situation.  The  following  table  shows  the 
general  course  of  development  for  the  chief  raw  materials 
and  the  chief  manufactured  products  during  recent  years : — 

I  KoUmaiin,  p.  12. 

*nrid^  p.  31;  ef.  Kartat-Rundtekau,  1905.  pp.  103.  IfK,  367-^2. 
*Iran  and  Coal  Tradaa  RtPiam,  December  15,  1005,  p.  2022. 
«  Dmt^eke  Induttria-Znhmg,  Janiuinr  20, 1906,  p.  45. 
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This  table  does  not  present,  of  course,  the  details  of 
price  movements,  and,  in  general,  it  does  not  show  the 
extremes.  For  example,  pig  iron  was  quoted  as  low  as 
45  m.  in  1901/  In  Silesia  sheets  were  from  205  to  215  m. 
at  the  b^inning  of  1900,  and  from  125  to  135  m.  at  the 
end  of  the  year.'  To  a  very  considerable  extent,  also, 
rebates  were  granted  on  the  prices  quoted,  and  even  on 
the  material  previously  sold.  Most  of  the  coke  was  sold 
for  1900  and  1901  on  two-year  contracts  at  17  m.;  and, 
though  the  market  quotations  ran  higher,  very  little  was 
bought  on  that  basis. 

An  inspection  of  the  price  table  shows  that  there  was  a 
general  advance  in  prices  from  1895  to  1900.  The  crisis 
developed  in  the  middle  of  the  latter  year.  The  advances 
appear  quite  as  early  for  the  manufactured  products  as 
for  the  raw  materials,  and,  on  the  whole,  it  may  be  safely 
asserted  that  they  were  the  result  of  general  economic 
influences,  and  that  there  was  no  causal  relation  between 
them.  Dr.  Voelcker,  in  his  impartial  and  judicious  sum- 
mary of  the  situation,  declares  that  from  1895  to  1898 
the  cartells  followed  a  moderate  price  policy,  but  that  from 
1899  to  1901  the  reverse  in  general  was  true.*  The  un- 
cartelled  lines  got  high  prices  in  1899  and  1900,  owing  to 
the  favorable  market,  and  the  cartelled  lines  were  unable 
to  resist  the  temptation  to  put  up  their  prices  to  an  im- 
moderate height  also.  The  fall  in  prices,  after  the  de- 
pression set  in,  was  relatively  greater  for  the  manufactured 
products  than  for  raw  materials  or  half-products,  and  it 
came  sooner.  This  was  partly  due  to  the  fact  that  the 
raw  material  cartells  took  advantage  of  their  strong  po- 

>  Cf.  J.-B.d.  HandsUkammtr  Oppdn,  1001.  p.  30;  Wieeer,  **Die  rkeini^cK^wmir 
/3/t«dU  BiMenindHatrU  in  dtr  otg^nwarHo*  KrUu,"  Jahrb,  /.  Onatn.  VmrwaH,  u 
Voikm^  Jahii.  1902,  p.  304. 

>  J.'B.  d.  HaiuUUkammar  Oppdn,  1900.  p.  29. 

s  Voelek«r.  Berichi,  p.  23.  Cf,  Vocebinn,  S.  d.  F.  f.  B.-P,,  p.  80.  Dr. 
Vo«loker  mt  that  time  wms  in  the  tovemment  oerviee,  but  nnoe  then  he  hM  b»- 
eome  a  director  of  the  Steel  SyndieUe. 
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sition  to  make  their  customers  take  their  supplies  on  long- 
term  contracts;  but  the  latter  were  also  to  blame,  as  they 
were  over-anxious  to  get  supplies,  not  suspecting  that  a 
crisis  was  imminent.*  The  two  chief  offenders  were  the 
Coke  Syndicate  and  the  Pig  Iron  Syndicate.'  The  Steel 
Syndicate,  at  the  beginning  of  its  operations,  established 
a  scale  of  domestic  prices  for  certain  standard  products  of 
basic  steel.    The  most  important  prices  were  as  follows:* — 

Crude  ingots 77.50  m.  per  too 

Rolled  ingots  (blooms) 82.50 

BiUets ; 90.00 

^eetbara 92.50 

Structural  iron 105.00-108.00 

Rails 112.00 

Ties 105.00 

These  prices  prevailed  without  essential  modification 
until  November,  1905.  A  comparison  of  these  prices  with 
those  of  the  years  immediately  preceding  (1902  and  1903) 
and  the  years  before  the  boom  acquired  much  headway 
{e.g.,  1896  and  1897)  tends  to  show  that  the  price  policy 
of  the  Syndicate  has  been  moderate.  English  reports 
announce,  however,  a  general  5  shilling  advance  for  half- 
products  of  the  Steel  Syndicate  in  November,  1905,  and 
predict  a  further  rise.^  These  prices  look  rather  high. 
The  price  policy  of  the  syndicate,  as  far  as  the  domestic 
market  is  concerned,  was  enimciated  by  one  of  its  direc- 
tors. Dr.  Voelcker,  as  follows:  "  We  do  not  intend  to  allow 
our  prices  to  change  continually  with  the  fluctuations  of  the 
market.  We  do  not  desire,  namely,  to  raise  our  prices 
suddenly  and  rapidly,  if  the  conditions  are  very  favorable; 
we  do  not  wish,  on  the  other  hand,  to  reduce  our  prices 

>  Voeloker,  Berieht,  p.  255. 

*  Cf.  Calwer,  Handel  u  Wandd,  1901,  pp.  31. 32;  Voeloker.  Btriehi,  pp.  88-45. 

*  BnqutU,  8.V.,  Anlagen  3,  5,  u.  7.    Cf,  KoUmann,  p.  26.     KoUmann  giTet  tbtt 
price  of  raiU  at  118  m. 

4  Iran  and  Coal  Tradw  Review,  November  17,  1905,  p.  1087. 
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in  bad  times,  with  a  declining  demand;  we  desire  to  keep 
the  middle  course."  * 

The  syndicate  does  not  fix  the  prices  of  light  rolled 
products.  The  price  movement  for  some  of  the  principal 
lines  is  shown  in  the  foUowing  table: — 

PRICES  OP  LIGHT  ROLLED  PRODUCTS.* 
(/n  Markt,) 


Date. 

Bar  Steel 
(Converter). 

Hoope. 

Boiler  Plate 
(Converter). 

Lifbt  Sheets 
((^verier). 

Rode 
(Converter). 

1904. 

107-110 

112 
112-115 
110-112 

12.250-127.50 

125-130 
122.50-127.50 
122.50-127.50 

160 
155 
150 
150 

115 
115 
115 
115 

112.50-117.50 
112.50-117.50 

120 
112.50-117.50 

1M5. 

issrr^. : 

October  1     . 
DMemberl. 

106-108 
110-115 

110 
110-112 
112-115 

122.50-127.50 

123 

123-125 

125-127.50 

125-127.50 

150-155 
150-155 

130 
180-135 

115 
120-122.50 
115-120 
112-120 
122.50-125 

112.50-117.50 
125 
125 
125 
127.50 

1005. 
January  1    . 

115-118 

130-132.50 

130-135 

126-130 

132.50 

A  distinct  upward  movement  is  observable  in  the  last 
half  of  1905,  to  which  boiler  plate  forms  an  exception. 
This  corresponded  to  an  increase  in  consumption,  espe- 
cially in  the  domestic  market*.  Comparing  these  prices 
with  those  of  preceding  years,  the  prices  of  bar  steel  were 
unduly  low;  and  the  same  is  true  also  for  light  sheets  and 
for  rods  in  1904.  In  1905  the  prices  of  light  sheets  moved 
erratically,  and  were,  on  the  whole,  too  low,  while  the  prices 
of  rods  advanced  to  a  reasonably  good  basis.  The  po- 
sition of  steel  bars  became  tolerably  good  only  at  the  be^ 
ginning  of  the  year  1906. 

The  burning  question  of  the  steel  trade  since  the  crisis 
has  been  the  position  of  the  straight  rolling  mills 
(reine  Wahwerke)  with  reference  to  the  mixed  steel 
works    (gemischten    Werke).    The   latter    are    the   great 

^  Bn^utU,  8.V.,  p.  Z,  ^Gluckauf. 

>  Siahl  u.  Si$en,  1005.  p.  1216. 
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works  which  generally  have  their  own  raw  materials, 
and  combine  the  manufacture  of  heavy  and  light  steel 
products.  Though  for  a  time  in  the  seventies  and  eighties 
this  integration  in  industry  fell  into  some  disfavor/  it 
is  accepted  to-day  in  Germany,  as  elsewhere,  as  the  neces- 
sary basis  for  large  and  successful  operations.  Of  the  31 
original  members  of  the  Steel  S}mdicate,  17  produce  coal, 
25  iron  ore,  and  27  pig  iron.'  These  large  steel  works 
produce  also  the  bulk  of  the  light  rolled  products.  For 
example,  they  produce  about  three-fourths  of  the  bar 
steel  of  Germany.'  Probably  the  straight  rolling  mills 
do  not  produce  over  one-seventh.  The  straight  rolling 
mills  are  almost  entirely  dependent  on  the  large  steel  works 
for  their  material,  and  they  are  at  a  disadvantage  both  in 
the  manufacture  and  sale  of  light  rolled  products.  The 
superiority  of  the  steel  works  is  based  on  (1)  technical 
superiority,  (2)  economy  in  general  expenses,  and  (3)  econ- 
omy in  freights.  Their  technical  superiority  relates  almost 
entirely  to  standard  conmiodities,  produced  in  great 
quantities,  and  is  found  chiefly  in  the  economy  of  fuel 
and  in  the  economy  of  construction  and  operation  of  plant. 
Considering  these  economies  only  so  far  as  they  relate  to 
the  rolling  of  the  light  products,  the  straight  rolling  miUs 
concede  that  the  large  works  have  an  advantage  of  from 
4  to  6  marks  per  ton  in  rolling  crude  steel.*  It  is  princi- 
pally a  question  of  saving  heat  by  direct  rolling.  It  is 
also  obvious  that  the  construction  of  a  plant  for  a  continu- 
ous and  uninterrupted  process  is  more  economical.  This 
factor,  as  well  as  that  of  saving  in  general  expenses,  which 
is  equally  obvious,  is  difficult  to  estimate.  The  saving  in 
freight  is  estimated  to  average  1^  marks  per  ton.'    Not 

iC/.  Bosselmaim,  p.  54;  StilUoh.  EUm- wtd  Stahlindu§tHe,  Ber^,  1004,  pp. 
40, 160,  162;  Heymum,  pp.  145-148:  Bi$en^Bntuet*-K<mm%$Hon,  1878,  p.  4. 

<  BnquMe,  5. V.,  Anlace  4. 

<  KarttO-Rundtehau,  1905,  pp.  360. 400-402. 

«  AiffMte,  8.V„  Anlace  3.  •  Of.  Ibid.,  p.  12,  AnUge  3. 
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all  the  large  steel  works  enjoy  these  advantages,  as  they 
have  not  all  been  rationidly  located  and  constructed. 
The  commercial  advantage  of  the  mixed  work  rests  partly 
on  their  conmiercial  and  financial  preponderance,  and 
partly  on  their  influence  over  prices  and  production. 

The  complaints  of  the  straight  rolling  mills  may  be  con- 
cisely formulated  as  follows:  that  the  prices  of  half- 
I»roducts  are  too  high  in  comparison  with  the  prices  of 
light  rolled  products;  that  the  steel  works,  although  they 
control  the  export,  have  been  dimiping  half-products; 
that  the  export  of  prices  are  excessively  low;  and  that  the 
export  bounties  are  insufficient  to  enable  the  straight 
rolling  mills  to  compete  with  foreign  mills  using  German 
half-products/  R^u'ding  the  price  policy  in  the  domestic 
markets,  extensive  comparisons  might  be  made;  but  it  is 
sufficient  to  cite  that  of  Springmann,  a  leader  of  the  straight 
rolling  mill  group,  who  divides  the  decade  1895  to  1905 
into  two  five-year  periods, — a  period  of  prosperity  and  a 
period  of  depression.  The  margin  between  crude  ingots 
and  bar  steel  in  the  first  period  was  49.75  m.,  and  in  the 
second  29.54  m.  He  compares  these  with  the  margins 
between  crude  ingots  and  beams,  which  for  the  same 
periods  were,  respectively,  21.15  m.  and  26.60  m.,  and  he 
claims  that  the  steadiness  of  the  latter  was  due  to  the  fact 
that  the  steel  works  combinations  controlled  the  prices 
of  beams.  A  representative  of  the  steel  works  claimed, 
on  the  other  hand,  that  the  margins  for  beams  were  reason- 
able, as  well  as  the  margin  for  bars  during  the  second 
period,  but  that  the  margins  for  bars  had  been  too  high  in 
the  first  period.'  On  a  previous  occasion  Springmann 
claimed  that  a  margin  of  37.50  m.  was  necessary  between 
rolled  ingots  (blooms)  and  bar  steel,  while  A.  Kirdorf 

^  Cf .  Denk»ehrift  nor  Lag*  dtr  HaXbttiuo  kauf«nd*n  WaUw§rk9  im  Uiaten  Vur^ 
Uliakn  1904:  Aiowite,  S.F.,  Anlace  3. 
<.ffii«iMte,  S.F.,  p.  23. 
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(head  of  the  Half-products  Sjmdicate)  asserted  that 
22.50  m.  was  sufficient.^  The  truth  here  probably  lies 
near  the  mean.  The  rolling  mills  seem  to  make  a  better 
prima  facie  case  in  the  margins  for  rods.  They  cite  the 
cost  of  rolling  rods  as  given  by  the  Half-products  Syndicate 
as  21  m.  The  price  of  billets  was  90  m.,  which,  together 
with  21  m.  for  rolling  and  1.50  m.  for  freight,  makes  a 
total  of  112.50  m.  The  prevailing  price  for  rods,  including 
domestic  and  export  trade  and  deducting  bounties,  was 
108.21  m.  from  January  to  March,  1904,  and  107.71  m. 
from  April  to  June,  1904.  They  were  compelled,  therefore, 
to  sell  at  4.29  m.  and  4.79  m.,  respectively,  below  a  fair 
cost  of  production.'  The  representatives  of  the  straight 
rolling  mills  claimed  that  the  steel  works  made  exorbitant 
profits  on  half-products;'  but  A.  Kirdorf  denied  it,  and 
offered  to  prove  it  from  the  books  of  his  company.  He 
said  that  there  were  great  differences  in  cost,  and  that 
the  steel  works  that  produced  at  a  disadvantage  had  as 
good  a  claim  to  have  prices  adjusted  to  make  their  business 
profitable  as  the  straight  rolling  mills.^ 

This  conflict  of  interest  has  not  appeared  in  Silesia, 
which  is  due  partly  to  technical  conditions  and  partly  to 
the  organization  of  the  industry.  A  sliding  scale  has  been 
established  between  rolled  products  and  pig  iron  which 
automaticaUy  adjusts  the  margin.' 

The  Steel  Sjmdicate  is  incomplete  in  two  important 
points:  (1)  the  open  hearth  mills  are  not  in  the  combina- 
tion, (2)  the  B-Products  are  not  syndicated.  The  bar 
steel  production  from  the  open  hearth  furnaces  is  said  to 
be  10  per  cent,  of  the  total.*  The  Steel  Ssmdicate  has 
made  strenuous  efforts  to  bring  them  in,  but  without  suc- 
cess.   It  is  said  that  they  demand  exorbitant  quotas.^ 

>  Of.  Bnqu^e,  VI..  p.  410.  >  Ibid.,  8.,V.,  Anlage  3. 

s  Dnd,,  pp.  403,  511,  512.  « Ibid.,  VI..  pp.  306,  400,  4ia 

•  Cf,  Heynuuin,  p.  313.  •  TaoMatt,  Augurt  17.  1005. 

'Of.  DmiUefu  Indiutri^-Zeitung,  Mareh  17,  1005;  KarUU-RurndBckmu,  1005,  p. 
144. 
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It  has  also  beoi  active  in  trying  to  farinig  about  some 
modus  Vivendi  for  the  strai^t  rdKng  miDs,  wtith.  can 
hardly  be  farou^t  into  the  syndicate  before  the  op&i 
hearth  furnaces.  Various  schemes  have  beoi  proposed. 
Under  thdr  pres^it  disadvantageous  positkm  they  have 
a  rdatively  depreciated  value.  If  they  were  admitted 
into  the  syndicate  with  reascHiaUe  quotas,  they  would  un* 
questionably  be  coveted  by  the  laige  miDs,  but  it  is  diflScult 
to  see  how  the  syndicate  works  could  be  induced  to  give 
away  valuable  jRivileges  without  a  ccmsideraticML  The 
strai^t  rolling  miDs  have  proposed  a  sliding  scale,  but  the 
proposed  margins  are  hi^^  Finally,  the  syndicate  has 
made  a  counter^^nroposal  that  the  strai^t  rdKng  miDs 
buy  half-products  at  ruling  prices,  and  sdl  the  rdled  prod- 
ucts to  the  syndicate  with  a  fair  allowance  for  the  cost  ct 
rdling.'  The  syndicate  wished  to  get  ccmtrol  ci  the  sale. 
The  syndicate  has  made  s(»ne  eSort  to  hdp  bring  about 
a  separate  carteD  in  bar  sted,  but  the  game  of  carteD 
politics  is  c(Hnplicated,  and  there  were  s(»ne  reasons  for 
going  slowly;  e.g.,  securing  first  the  adhesion  of  the  other 
SDeflian  miDs  and  the  open  hearth  furnaces.'  The  straight 
rolling  mills,  according  to  admissions  from  thdr  own  side, 
have  been  quite  inmioderate  in  thdr  d^nands.^  Accusa- 
tions have  not  been  wanting,  however,  that  the  Syndicate 
is  reaUy  aiming  to  destroy  tiie  straight  rolling  mills,  and  to 
get  control  of  the  finished  products,*  thou^  this  is  em- 
phaticaUy  denied.* 

The  complaints  of  the  straight  rolling  mills  r^arding 
the  export  policy  of  the  Steel  S}mdicate  concerns  a  matter 
of  much  greater  interest  to  German  industry  and  the  world 
at  large.    The  imports  of  steel  are  of  minor  consequence, 

1  JVfWiMte,  A.F..  Anlace  8.  *  KQrUU'Rund9ekau,  1905,  pp.  400-402. 

s  Of.  Ibid.,  p.  427:  BnqutU,  S.F^  p.  26. 
4  a.  BnqutU,  S.F.,  p.  26. 

•  JDMitoeft*  UttoU^fuhutH^-Zmhrng,  Janutfy  7,  1006. 

•  Bn^fMU,  S.F.,  p.  3  (Voelekv). 
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although  in  the  boom  period,  especially  in  1899  and  1900, 
there  was  a  considerable  importation  of  pig  iron  and  half- 
products/    The  exports  are  shown  in  the  following  table : — 

EXPORTS  OF  THE  GERMAN  CUSTOMS  UNION. 
[In  Thousands  op  Tons:  thus  272  -■  272.000  Tons.] 
Ymw.  Pig  Iron*        Half^produett*  Finiah^  FradudB* 

1898 272  35  1,312 

1899 235  23  1,244 

1900 191  34  1,355 

1901 304  202  1,815 

1902 516  636  2,127 

1903 418  638  2,281 

1904 226  396  2,022 

The  domestic  demand  was  so  keen  in  1899  and  1900 
that  the  exports  of  pig  iron  declined.  It  is  remarkable 
that  finished  products  declined  also.  With  the  b^inning 
of  the  depression  in  the  domestic  markets  producers  were 
led  to  increase  their  exports.  This  is  especially  marked 
for  pig  iron  in  1901  and  for  half-products  in  1902.  The 
exports  of  finished  products  do  not  show  such  a  decided 
increase.  The  straight  rolling  mills  complained  that  the 
steel  works  were  dumping  their  production  in  England,  both 
during  the  regime  of  the  Half-products  Syndicate  and 
since  the  Steel  Syndicate  was  formed.  In  answer  to 
this  charge  the  Steel  Ssmdicate  submitted  the  following 
table  for  domestic  and  export  sales  of  half-products 
(finished  weights) :  * — 

Year.                       DomuHc  Ptr  CnU.                Bxporl.  PerCmiL 

1902-03  .  737,121  toofl  50.50  723,016  tons  47.97 

1903-04  .            844,629    "  58.26  605,069    *'  41.47 

1904-05  .  1,018,277    "  72.12  393,626    "  27.88 

r;.  The  sales  in  1904-05  were  made  during  the  regime  of 
the  Steel  Sjmdicate.  The  question  of  dumping  applies 
only  to  half-products,  so  far  as  other  branches  of  the  steel 

^Jahf^  U  d.  0.  DoremtHwf,  1001-04,  p.  734. 
<  Voeloker,  BeridU^  p.  20. 
^Jakih.  U  d.  0.  Dcrtmymd,  1001-04.  p.  734. 
4  l?naiMte,  8*V^  Anlsge  5. 
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industry  are  affected,  because  the  other  A-Products — 
namely,  rails  and  beams,  etc. — are  necessarily  sdd  to  the 
consumers  in  the  countries  where  they  are  used.  National 
interest,  howevo*,  is  almost  equally  opposed  to  dumping 
these  products.  The  polky  oi  the  Sted  S3mdicate  in  the 
sale  of  all  A-Products  fear  the  first  year  erf  its  activity 
(1904-^)  is  shown  in  the  following  statoneat  ^  (crude  steel 
weights) : — 


ComamodU^. 

DmmmHe. 

PerCmL 

ExpoH, 

Pm^Ctni. 

Half-products     .    . 

1.154,910 

72^ 

444,688 

27.80 

Raalwmy  Material    . 

1,049,454 

75:25 

345,169 

24.75 

Stractuial  Iron   .    . 

1,174.147 

76.77 

355,288 

33.23 

The  Steel  Syndicate  makes  unquestionably  a  favorable 
showing.  It  also  points  out  that,  though  the  export  of 
manufactures  of  half-products  has  declined  somewhat, 
the  decline  has  not  been  so  great  as  the  decline  of  half- 
products.'  It  b  improbable  that  the  straight  rolling  mills 
could  have  so  increased  their  output  as  to  have  absorbed 
all  the  half-products  exported,  if  they  had  been  given  the 
chance.'  The  straight  rolling  mills  complain  particularly 
of  the  exports  to  England.  Although  the  Steel  Syndicate 
could  show  from  the  official  trade  statistics  there  had  been 
a  heavy  decline  in  this  particular  direction,  it  was  well 
known  that  in  former  years  a  good  deal  of  the  English 
export  was  reshipped  to  America,  and  so  a  real  decline 
for  the  English  market  was  not  proven.  The  best  argument 
of  the  syndicate  was  that  the  German  half-products  did 
not  constitute  more  than  3.8  per  cent,  of  the  total  English 
consumption.^ 

The  complaints  against  the  export  policy  of  the  steel 
works  were  directed  against  prices  quite  as  much  as  quan- 
tities.   Low  export  prices  have  always  prevailed  in  the 

>  iPfWufto,  S.F.,  AnUge  5.  nbid. 

9  a.  Ibid.,  pp.  13, 14, 16, 16. 
*lHd.  Anlacan3u.6. 
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Gennan  iron  and  steel  trade.^  The  reports  of  the  German 
steel  companies  frequently  admit  it.'  There  is  no  question 
that  the  export  prices  of  half-products  have  been  very  low, 
but  various  circumstances  must  be  taken  into  account  in 
estimating  the  effects.  A  good  deal  depends  at  what 
point  of  delivery  or  sale  the  prices  are  compared,  and  how 
the  freight  is  reckoned  in  maldng  comparisons.  The  rolling 
mills  are  apt  to  compare  prices  at  the  producing  mills, 
while  the  sted  works  prefer  to  compare  the  prices  delivered 
at  the  respective  places  of  consumption.'  Where  ezp<xt 
boimties  are  allowed,  they  must  of  course  be  counted  in. 
In  order  to  discuss  this  question  satisfactorily,  it  would 
be  necessary  to  know  what  the  export  prices  really  were, 
for  what  quantities  they  applied,  and  what  proportions  of 
the  products  made  therefrom  went  to  different  markets 
where  they  really  met  Gennan  competition.  The  theo- 
retical considerations  are  intricate,  while  the  information 
as  to  the  facts  is  totally  inadequate,  so  that  it  is  impossiUe 
to  make  a  very  confident  statement  about  the  real  effects 
of  the  low  export  prices.  Lippert,  a  representative  of  the 
straight  rolling  mills,  quoted  export  prices  at  Antwarp, 
f.  o.  b.,  at  68  m.  for  ingots,  72  m.  for  billets,  and  72.50  m. 
for  sheet  bars  as  compared  with  domestic  prices  of  82.50 

>  ITiMfi  BnquMe,  1878,  pp.  13,  44,  66,  72,  9^,;  J.-B,  Handtitkammm',  BradM. 
1892,  p.  100:  Wieser,  p.  318;  Martin,  p.  183;  RdDTaloyioh,  TViMte,  CarMt.  mSm^ 
dieat$,  Paris,  1003,  p.  21,  note,  eto. 

*Cf.,  «.a..  O-B,  D€ia9eh'Luxemburifuehs  A-O.  1902-03:  **Kaum  die  SeUMi- 
koften  cedeokt  werden  konnten  '* ;  O-B.  Phoenix,  1901-02 :  *  *  die  Preiee  »aaMrst  mMaic 
find,  und  einen  Qewinn  ueberhaupt  nieht  uebrig  laaeen." 

*Two  calculations  may  be  given  for  illustration,  which  were  offered  at  the 
Enquete  concerning  the  Half-products  Ssmdieate.  A.  Kirdorf  gave  the  following 
example.  Export  price  for  rolled  ingots  at  works  to  EngMi  mills,  76  m. ;  freight 
to  seaooast,  3  m. ;  sea  freii^t,  6  m. ;  total  cost,  c.  i.  f .  England,  85  m.  Domestk 
price,  delivered,  84  m. ;  export  bounty,  10  ra. ;  total  cost,  ddivered,  74  m.  Kirdorf 
figured  for  each  concern  delivered.  The  German  concern  which  exported  its  fin- 
ished  product  to  Enj^d  still  had  freii^t  to  pay.  Springmann  made  his  calcula- 
tion as  follows:  Export  price  for  billets,  f.  o.  b.  Antwerp,  72  m.;  freight  from  Dort- 
mund (producing  works),  5.70  m.;  net  price  at  works,  66  m.  approx.  Domestic 
price,  90  m. ;  export  bounty,  10  m. ;  net  price  at  works,  80  m.  Springmann  figured 
the  price  at  producing  works.     EnqueU,  VI.,  pp.  426,  430. 
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m.,  90  m.,  and  92.50  respectively.*  These  were  emphati- 
cally declared  by  the  representatives  to  be  exceptional, 
if  made  in  fact;  and  that  this  was  before  the  present  syn- 
dicate was  established.  Schaltenbrand,  one  of  the  direc- 
tors, asserted  that  the  export  was  necessary,  and  they  had 
to  take  what  they  could  get.  He  admitted  that  the  export 
prices  were  a  little  lower  than  the  domestic  prices,  but  he 
claimed  that,  if  account  were  taken  of  the  export  bounties 
and  other  conditions,  the  domestic  mills  received  the  more 
favOTable  tams.  He  also  quoted  the  real  average  proceeds 
from  the  export  trade  of  the  Steel  Syndicate  for  ingots, 
billets,  and  dieet  bars;  but  these  figures  were  not  printed 
in  the  published  protocol.'  Complaints  against  the  steel 
WOTks  have  also  been  made  with  respect  to  the  prices  at 
which  they  sold  finished  products  abroad  in  competition 
with   the   domestic   consimiers   of   their   half-products.' 

Space  does  not  permit  going  into  further  details  in 
r^ard  to  this  question.  It  has  become  chiefly  of  histor- 
ical interest  in  consequence  of  the  recent  vigorous  hausse 
in  the  German  steel  market,  which  has  resulted  in  the 
advance  of  prices  all  around  and  brought  the  export  prices, 
according  to  market  reports,  very  close  to  the  domestic 
prices.* 

In  order  to  equalize  the  disadvantage  at  which  the 
German  export  industry  has  been  placed  with  respect  to 
manufactured  products  in  consequence  of  the  low  export 
prices  of  the  raw  material  cartells,  export  boimties  have 
been  paid  from  time  to  time  by  the  latter  to  such  of  their 
customers  as  were  engaged  in  the  export  trade.  This 
practice  extends  back  to  1891*  in  the  iron  trade,  and 
p^haps  earlier.    The  significance  of  the  export  bounty 

>  BnquMe,  8.V.,  p.  17.  >  lind.,  pp.  10, 18, 20. 

•Cf./Kd.,pp.l5. 16. 

i  Of.  Iron  and  Coal  Tradoa  Roviow,  November  17,  1905,  p.  1687. 
*  Raflalorieh,  p.  23. 
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system  naturally  became  much  greater  in  the  pmod  ot 
depression  which  followed  the  crisis  of  1900,  and  it  was 
considerably  extended.  In  1902  it  was  sjnstematically 
organized  by  the  establishment  of  an  ''Export  Accounting 
Office"  (AbrechnungssteUe  fur  die  Ausfvhr),  in  which  the 
coal,  coke,  pig  iron,  half-products,  and  beam  cartells  united 
to  pay  export  bounties  to  each  other,  and  to  the  mills 
which  made  and  exported  the  finer  products.  These 
bounties  were  based  on  a  calculation  of  the  amount  of  raw 
material  consumed  in  making  the  finished  product.^  The 
general  principles  established  for  the  payment  of  these 
bounties  were,  first,  that  they  were  payable  only  to 
members  of  a  cartell,  and,  second,that  the  raw  materials 
consumed  must  be  supplied  exclusively  by  the  cartells 
paying  the  bounties.'  At  the  beginning  of  1904,  when 
the  Steel  Sjmdicate  commenced  operations,  the  bounties 
were  paid  according  to  the  foUowing  scale:' — 

1.50  m.  per  ton  of  coal. 

2.50  m.  "      "    "  iron  (exclusive  coal  bounty). 
15.00  m.  "     "    "  half-products  (inclusive coal  andiron  bounty). 
20.00  m.  "      "  "  structural  steel       "        "       "       "        " 

Except  for  a  slight  reduction  of  the  bounty  on  half- 
products  for  a  short  time  these  bounties  prevailed  through 
1904  and  1905.*  At  the  end  of  1905  the  Steel  Syndicate 
decided  to  grant  export  bounties  only  to  such  cartells  as 
syndicated  the  foreign  as  weU  as  the  domestic  sales,  but  at 
the  same  time  they  made  a  very  important  exception  to 
this,  as  well  as  their  previous  rule;  namely,  they  consented 
to  give  a  bounty  of  7  m.  per  ton  for  half-products  consumed 
by  the  producers  of  steel  bars,  although  there  was  no  cartell 
at  all  in  this  commodity.  This  boimty  was  to  b^in  with 
the  second  quarter  of  1906.    The  reason  for  this  exception 

>  Vid»  Walker,  p.  228. 

>  ¥n0Mr,  p.  807;  Vocelsteiii.  8.  d.  V.  f.  5.-P.,  pp.  119. 120;  SnqutU, 8.V.,  p.  iSl. 
*  KarteU-Rundmihau,  1904,  p.  873;  Snqutl9,  S.V.,  Anlage  8. 

i  KarUa-RufuUehau,  1904,  p.  871;  1905.  pp.  145,  318. 
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was  that  the  establishment  of  a  cartell  in  bars  was  deemed 
practically  impossible/  If ,  as  has  been  frequently  claimed, 
there  are  some  influential  steel  works  in  the  syndicate  who 
have  obstructed  the  formation  of  a  cartell  for  bars,  this 
measure  seems  calculated  to  bring  them  around  somewhat. 
In  the  agreement  constituting  the  Steel  Syndicate  one 
of  the  powers  of  the  Beirat  is  ''  the  granting  of  authority 
to  the  Vorstand  to  conclude  protective  and  other  agree- 
ments." Under  this  clause  the  syndicate  has  made  agree- 
ments with  foreign  steel  producers,  which  form  a  cardinal 
feature  in  its  policy.  Such  agreements  are  by  no  means 
an  innovation.  An  international  rail  pool  which  existed 
for  a  couple  of  years  was  dissolved  in  1886.'  In  recent 
years  there  have  been  numerous  international  agreements 
in  the  steel  trade,  as,  for  example,  rails,  beams,  rods,  heavy 
sheets,  wire  nails,  enamel  ware,  pig  iron,  etc.*  These 
various  cartells  include  a  number  of  different  countries, 
but  particularly  Germany's  nearest  neighbors,  France, 
Belgiimi,  and  Austria.  The  policy  of  forming  international 
agreements  is  the  logical  development  of  the  policy  of 
forming  local  or  domestic  agreements,  and  generally  pre- 
supposes the  latter.  In  the  iron  and  steel  industry  com- 
binations of  a  more  or  less  comprehensive  character  exist 
in  all  the  important  producing  countries,  and  there  is  no 
doubt  that  the  formation  of  powerful  combinations  in  one 
country  stimulates  its  rivals  to  strengthen  themselves  in  a 
similar  manner.  To  a  certain  extent,  indeed,  the  for- 
mation of  the  United  States  Steel  Corporation  has  had  an 
influence  in  brining  about  the  formation  of  the  Steel 
Syndicate  in  Germany.*    The  establishment  of  the  Steel 

>  Kartdl^Rundaehau,  1906,  p.  692. 

'  Cf.  HamdeUhammer  wu  Boekum,  1880,  p.  13. 

SBoflMlmaon,  p.  61;  VocBlsUin,  8.  d,  V,  f.  S.-P.,  p.  121;  Kartdt^Rumdaeham, 
1908,  p.  47,  1197;  DnitodU  Induttris-Ztihrno,  Augoft  7,  1903;  Wib»ut,  TnuU  m 
KartMm,  Amsterdam,  1903. 

4  or.  OtmtinfoMlieht  DanMtmo  dm  HiitUnwet^Ht,  DilsMldorf,  1903,  p.  120. 
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Syndicate  not  only  gave  the  German  produce's  a  greater 
power  and  prestige  in  foreign  markets,  but  it  also  made  it 
possible  for  them  to  make  advantageous  agreements  with 
their  rivals  for  the  elimination  of  competition.  Hie 
Steel  Syndicate  promptly  availed  itself  of  this  opportunity. 
A  very  circumstantial  account  of  certain  of  these  trans- 
actions was  published  in  the  Revue  iconamique  inter- 
naHanale  for  December,  1904,  signed  by  ''un  industrid 
beige."  ^  According  to  this  authority  a  meeting  was  held 
at  Aix-la-Chapelle  in  June,  1904,  which  resulted  in  the 
formation  of  an  international  beam  pool  between  Ger- 
many, Belgium,  and  France,  with  quotas  of  73.45  per  cent., 
16.05  per  cent.,  and  11.05  per  cent.,  respectively.  This 
agreement  was  signed  on  November  24,  1904.  It  is  to 
terminate  on  June  30,  1907.*  Central  selling  offices  were 
established  at  Diisseldorf,  Brussels,  and  Paris.  Nego- 
tiations were  being  conducted  at  the  same  time  concerning 
the  formation  of  an  international  rail  pool,  which  appears 
to  have  been  consummated  on  November  28,  1904,  to 
take  efifect  from  October  11, 1904.  The  countries  entering 
this  pool  and  their  quotas  were  as  follows:  England,  53^ 
per  cent.;  Germany,  28.83  per  cent.;  Belgium,  17.67  per 
cent.;  and  France  (which  came  in  later),  j^  for  the  first 
year,  j^  for  the  second,  and  ^^  for  the  third.  This 
agreement  was  to  terminate  on  March  30,  1908.'  The 
central  bureau  was  located  in  London,  besides  local  bureaus 
for  each  national  group.  Since  then  the  chief  American 
rail  producers  have  joined  this  international  pool.  The 
Berliner  Tageblatt  reported  this  fact  on  December  1, 1904, 
the  Deutsche  Industrie-Zeitung  alludes  to  the  fact  in  its 
issue  for  January  20,  1905  (stating  that  the  pool  had  al- 

*  Le  Ssmdicat  Intenutttonal  au  point  de  vne  bel«e. 
>C/.  Kollmann.p.  47. 

•Cf.  Ibid,,  p.  47;  cf.  •••  **  La  mkaUmrgie  frantaim,*'  Rwu*  ieon.  inttmaL, 
D^oembro.  1904. 
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ready  received  numerous  orders),  and  EoUmann  states  it 
also  in  his  account  of  the  Steel  S}mdicate,  giving  the  Ameri- 
can members  of  the  pool  as  the  Steel  Ck)rporation;  the 
Lackawanna  and  the  Pennsylvania.^ 

Information  regarding  this  agreement  and  the  partici- 
pation of  American  interests  therein  was  not  very  gener- 
ally known  outside  the  trade  apparently,  so  that  on  July 
1,  1905,  the  New  York  Times  came  out  with  head-lines 
announcing  that  the  European  and  American  producers 
had  divided  the  world's  markets,  according  to  which 
Central  and  South  America  were  to  be  left  to  the  United 
States,*  together  with  other  details.  Various  statements 
have  appeared  concerning  the  terms  of  the  agreement, 
but  none  apparently  which  bear  the  evidence  of  complete 
and  authentic  information.'  An  article  in  the  Neue 
Hamburger  Boersen  Halle  which  seems  to  have  had  some 
special  source  of  inspiration  declares  that  the  terms  of  the 
agreement,  etc.,  had  been  kept  secret  at  the  express  wish 
of  the  Americans;^  and,  in  this  connection,  it  may  be  noted 
that  the  directors  of  the  Steel  Syndicate  refused  to  discuss 
or  divulge  their  agreements  with  foreign  producers  on  the 
ground  that  they  did  not  feel  authorized  to  reveal  the 
business  secrets  of  their  associates.*  Considering  only  the 
aspects  of  this  situation  from  a  German  standpoint,  it  is 
evident  that  such  agreements  are  of  great  significance  to 
the  steel  trade,  and  a  benefit  not  only  to  the  German  steel 
trade,  but  also  to  the  whole  national  economy.  For  Eng- 
land, which  has  been  the  dimiping-ground  of  all  nations, 
the  situation  is  doubtless  more  complicated;  but  for  Ger- 

>  KoUmum,  p.  47. 

<  In  the  iMue  of  July  2, 1906,  it  wm  statad  that  the  American  partioipante  were 
the  United  States  Steel  Corporation  and  the  Pennssrlvania,  Maryland,  and  Cambria 
eteel  eompaniee. 

•  a.  KanM'R%Md9ehau,  1906,  pp.  390. 392, 440 ;  D€¥i»eh»  Induttn^-Z^iiuno,  De- 
r  9,  1904,  p.  432. 

4  Cf.  KarUU-Rund$ehau,  1905.  pp.  390,  391. 

*  Enquete,  8,V„  p.  10. 
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many  it  can  hardly  be  disputed  that  an  arrangement  that 
t^ided  to  raise  export  prices  more  nearly  to  a  level  with 
domestic  prices  would  be  of  almost  unalloyed  advantage. 
For  the  straight  rolling  mills  an  international  pool  in  half- 
products  would  be  particularly  beneficial;  but,  although 
n^otiations  in  this  direction  are  reported,  nothing  seems 
to  have  been  accomplished. 

In  passing  judgment  on  the  Steel  Syndicate,  it  must  be 
borne  in  mind  that  it  is  only  a  torso  until  the  light 
rolled  products  (B-Products)  are  included  in  its  sales. 
It  is  probable  that  this  will  be  accomplished  before 
long,  and  it  is  probable  also  that  the  process  of  concen- 
tration will  not  end  at  that  point  It  is  possible 
that  something  more  comprehensive  than  the  United 
States  Steel  Corporation,  though  not  as  large,  may  be  the 
final  result.  According  to  the  prevailing  German  view  of 
industrial  organization,  combinations,  like  men,  may  be 
"good"  or  "bad,"  according  as  they  conduct  themselves. 
Up  to  the  present  the  Steel  Syndicate  should  be  classed,  on 
the  whole,  as  a  "good"  combination;  but  it  has  yet  to 
endure  a  serious  ordeal,  although  the  present  hausse  may 
show  whether  it  possesses  the  most  difficult  and  most 
valuable  of  cartell  virtues, — ^moderation. 

Francis  Walker. 
WAsmNOTON,  February  26,  1906. 
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THE  INVESTMENTS  OF  HARVARD  COLLEGE, 
1776-1790:  AN  EPISODE  IN  THE  FINANCES  OF 
THE  REVOLUTION. 

QuiNCY  in  his  History  of  Harvard  College  tells  at  some 
length  the  story  of  how,  in  1777,  the  funds  of  the  collie 
were  invested  exclusively  in  notes,  bonds,  and  mortgages, 
and  how  a  large  part  of  these  were  paid  off  during  the  period 
of  currency  inflation  which  then  followed.  He  further 
says  that  those  who  had  the  funds  in  charge  invested  all 
the  moneys  then  received  in  Continental  Loan  Office  Cer- 
tificates and  State  Treasury  notes;  that  they  watched  the 
shrinkage  from  day  to  day  of  the  net  values  of  these  in- 
vestments during  the  period  of  the  circulation  of  the 
Continental  currency,  but  persisted  in  their  purpose,  not- 
withstanding the  continued  decline  in  value  of  this  class 
of  securities,  even  after  the  abandonment  of  paper 
money;  and  finally  were  able  to  record  that  by  a  strict 
and  rigid  economy  and  the  purchase  of  public  seciuities 
from  time  to  time  this  loss  had  been  made  up.^  There  is 
enough  of  interest  in  this  experience  to  justify  a  review 
of  the  principal  events  connected  with  it,  even  though 
the  subject  was  treated  by  Quincy  with  great  thor- 
oughness. 

In  1777,  when  Ebenezer  Storer,  as  treasurer  of  Harvard 
CoU^e,  took  over  the  securities  of  the  collie,  there  were 
no  other  avenues  for  investment  than  real  estate  and  se- 
cured and  imsecured  notes  and  bonds.   Storer's  election  by 

i  QniiMjr't  Hittory  of  Harvard  CaUeo«t  voL  iL,  ohap.  tttj.,  p.  238  0I  Mff. 
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the  corp(»ration  took  place  on  the  14th  of  July,  1777,  and 
this  action  was  ratified  by  the  overseers  two  dajrs  thereafter. 
In  the  mean  time,  on  the  day  of  his  election  by  the  corpora- 
tion, he  had  received  bonds,  notes,  etc.,  belonging  to  the 
coU^e  which  amounted  on  their  face  to  £16,443  lis.  lOd., 
after  which,  according  to  a  memorandimi  entry  in  the 
Harvard  College  Journal,  No.  1,  he  ''  open'd  a  sett  of  books 
of  which  the  following  is  the  Journal."  The  first  entry  in 
this  book  is:  ''State  of  Massachusetts  Bay,  September  1, 
1777."  "  Sundry  Acc'ts  Dr.  to  College  Stock."  The  first 
of  the  sundry  accounts  is  entitled  ''Seciuities  for  Bonds, 
Mortgages,  Notes,  etc."  Under  this  heading  are  grouped 
in  tabulated  form  details  concerning  the  bonds  and  notes, 
to  the  number  of  219, — some  of  Uiem  bearing  date  as 
far  back  as  1752,— in  which  the  college  funds,  amounting 
in  all,  as  above  stated,  to  £16,443  lis.  lOd.,  were  then 
invested.  ''College  Stock"  was  credited  and  "Interest" 
debited  with  accrued  interest  on  these  securities  to  the 
amount  of  £3,627  8a.  2d.  Following  these  entries  in  the 
journal  was  a  memorandum  list  of  the  real  estate  possessed 
by  the  coU^e,  together  with  a  statement  concerning  land 
grants  made  by  the  Assembly,  most  of  which  had  failed 
to  materialize. 

The  first  journal  entry  credited  "Stock"  with  all  the 
income-yielding  personal  property  of  the  collie.  This 
being  accomplished,  the  treasurer  proceeded  to  distribute 
from  this  account  the  several  funds  charged  with  appropria- 
tions of  their  income  for  special  uses,  through  an  entry 
making  "Stock"  debtor  to  "Sundry  accounts  for  l^acies 
and  donations  appropriated."  These  accounts  amounted 
in  all  to  £10,314  78.  6d.  The  "Securities"  account  being 
charged  with  all  the  notes  and  bonds,  "Stock"  thus  be- 
came responsible  for  the  payment  from  their  income  of 
the  specific  annual  appropriations  of  the  gifts  and  lega- 
cies— ^a  fact  which  caused  considerable  trouble  during  the 


Digitized  by 


Google 


THE  INVESTMENTS  OF  HARVARD  COLLEGE      401 

times  of  the  currency  inflation,  but  which  was  rectified  as 
soon  as  it  was  appreciated. 

The  current  account  books  of  the  collie  were  then  pre- 
sumably m  Philadelphia  in  the  hands  of  John  Hancock, . 
and  the  information  on  which  the  several  l^acy  and  gift 
accounts  were  opened  was  obtained  from  the  books  of  a 
former  treasurer.  A  memorandum  entry  concemmg  these 
accounts  discloses  the  fact  that  "the  capital  sums  pre* 
neding  the  year  1750  are  put  down  at  one-fifth  part  of  the 
cominal  sum  originally  given,  which  is  owing  to  the  College 
Fund  sinking  for  a  nimiber  of  years  by  the  depreciation  of 
the  Paper  Currency."  At  the  time  when  this  was  written, 
September,  1777,  the  premium  on  gold  and  silver  had 
reached  75  per  cent.,  according  to  the  official  scale  of  de* 
preciation  adopted  in  Massachusetts  in  September,  1780,^ 
and  was  then  particularly  active  in  its  upward  flight. 
The  warning  conveyed  by  the  recent  experience  of  the 
coU^e,  combined  with  the  conspicuous  activity  at  this 
time  of  the  elements  which  tended  to  undermine  confi- 
dence in  the  bills  of  public  credit,  on  which  alone  the  people 
were  then  compelled  to  depend  for  a  mediimi  of  exchange, 
led  Storer  to  open  an  account,  which  he  termed  "Paper 
Currency,"  which  he  made  Dr.  to  all  payments  of  prin-* 
cipal  and  interest  on  bonds,  while,  on  the  other  hand, 
accounts  carrying  balances  on  the  other  side  of  the  ledger 
were  made  Dr.  to  "Paper  Currency."  In  short,  he  prac- 
tically substituted  this  account  for  "Cash,"  and  ran  idl  his 
receipts  and  expenses  through  it,  so  that,  whatever  the 
fluctuations  of  the  currency,  he  dealt  only  with  the  nominal 
amount  that  he  actuaUy  received  or  paid  out. 

The  Massachusetts  official  scale  of  depreciation  shows 
that  the  premium  on  gold  and  silver,  which  in  September 
was  75  per  cent.,  had  risen  in  October  to  175  per  cent. 
It  was  on  the  first  of  this  latter  month  that  a  meeting 

1  Acta  and  Rmoht,  Prow,  Ma$t,  Bay,  toI.  t.  p.  1412  M  Mff. 
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of  the  president  and  fellows  was  held,  at  which  the  treas- 
urer stated  that  he  had  received  a  legacy  frcnn  the  estate 
of  John  Barnard,  deceased,  and  sundry  persons  indebted 
to  the  college  on  bonds  had  paid  them  ofif.  Further,  he 
expected  to  receive  more  payments  of  the  same  sort.  It 
was  thereupon  voted,  "That  he  be  directed,  after  paying 
the  arrears  due  from  the  college,  to  invest  all  monejrs  he 
has  or  may  receive  on  acc't  of  the  collie  in  Continental 
Loan  Certificates  or  Treasurer's  Notes  of  this  State."  * 

In  measuring  the  nature  of  the  step  taken  by  the  college 
authorities  in  the  passage  of  this  vote,  we  must  bear  in  mind 
that  the  Continental  Congress  had  not  yet  received  from 
the  separate  States  even  the  semblance  of  authority 
grudgingly  bestowed  four  years  later  by  the  adoption  of  the 
Articles  of  Confederation.  As  for  the  State,  its  afifairs  were 
then  being  administered  by  an  Assembly  composed  of  a 
Council  and  a  House  of  Representatives,  the  Council  hav- 
ing been  elected  by  the  representatives  for  the  purpose 
of  carrying  on  the  executive  functions  of  the  government 
in  conformity  with  the  provisions  of  the  charter  in  case  of 
simultaneous  absence  from  the  province  of  the  governor 
and  Ueutenant-governor.  This  organization  had  been 
effected  at  the  suggestion  of  the  Continental  Congress,  and 

'  Rav.  John  Witherapoon,  at  one  time  President  of  the  Oollece  of  New  Jtnty, 
in  a  speech  on  the  Finanoee  in  the  Continental  OonsrasB,  nuule  nee  of  the  foUowinc 
language;  "How  many  guardians  were  actually  led,  or  indeed  were  obliged,  to  put 
their  depreciated  and  depreciating  money  into  the  funds, — I  speak  from  good  knowl- 
edge. The  trustees  of  the  College  of  New  Jersey  in  June,  1777,  directed  a  committee 
of  theirs  to  put  all  the  money  that  should  be  paid  up  to  them  in  the  loan  olBoe,  so 
that  they  have  now  nearly  invested  all."  This  hint  from  another  eoUege  would 
indicate  that  revelations  similar  to  those  furnished  by  the  records  at  Oambridgs 
might  be  disdoeed  upon  investigation  elsewhere.  From  New  Haven,  however,  I 
am  informed  that  we  cannot  expect  any  help  in  this  line.  The  abrogation  of  the 
Charter  of  the  College,  etc.,  of  Philadelphia,  in  1770,  apparently  resulted  in  the  as- 
sumption by  the  State  of  the  custody  of  the  funds  of  the  eoUege,  so  that,  although 
the  college  was  subsequently  runcorporated  and  merged  in  the  University  of  Penn- 
sylvania, the  continuity  of  possession  of  the  funds  in  the  hands  of  the  eoUege  trsa^ 
urer  was  destroyed. 

Proper  search  at  Princeton  may  perhaps  add  to  Witherspoon's  contribution, 
which  is  extracted  from  his  TTorAt,  vol.  iv.  p.  341  (2d  ed.,  Philadelphia,  1802). 
Tliere  is  but  little  to  hope  from  the  experiences  of  Dartmouth  or  from  those  of 
William  and  Mary. 
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the  semblance  of  a  l^al  origin  for  the  government  had  been 
preserved  through  the  sequence  of  three  provincial  con- 
gresses, the  first  having  been  organized  by  representatives 
elected  to  the  Provincial  Assembly. 

The  C!ontinental  Loan -Offices  were  established  by  re- 
solve of  Congress  passed  October  3,  1776,*  when  Loan 
Certificates  to  the  amount  of  $5,000,000,  to  nm  for  three 
years  and  to  carry  an  annual  interest  of  4  per  cent.,  were 
offered  to  the  public  in  lots  to  suit  the  purchaser,  the  mini- 
mum certificate  to  be  for  $300.  The  form  of  these  securi- 
ties was,  as  the  name  indicates,  a  mere  acknowledgment 
that  the  United  States  of  America  had  at  such  a  date  re- 
ceived from  the  lender  so  many  dollars,  which  they  prom- 
ised to  pay  on  a  given  day,  with  interest  at  the  rate  of  4 
per  cent,  per  annum.  February  14,  1776,  Nathan  Apple- 
ton,  the  Loan  Conmiissioner  for  Massachusetts,  said  in  aa 
advertisement,  ''The  universal  credit  of  these  certificates, 
and  their  convenience  in  carr]dng  on  commerce,  through 
the  United  States,  must  give  them  preference  to  all  other 
notes  or  bonds";  and  in  another  paragraph  he  caUs  them 
"Certificates  or  Bank  Notes."* 

Notwithstanding  the  alluriog  features  of  the  certificates 
as  set  forth  in  the  advertisement,  a  4  per  cent,  investment 
did  not  prove  attractive  even  to  patriots  who  were  willing 
to  condone  the  lack  of  form  and  power  on  the  part  of  the 
de  facto  government,  the  borrower.  It  was  therefore  re- 
solved in  Congress,  February  26, 1777,*  that  "  six  per  cent, 
interest  should  be  allowed  on  all  sums  which  had  been  bor- 
rowed"; and  thereafter  6  per  cent,  per  annum  was  the  or- 
dinary rate  allowed  on  Loan  Certificates.  It  may  be  added 
also  that  the  minimum  amount  for  the  certificates  was 
afto^ard  changed  to  $200.    September  1,  1777,  the  date 

i  JcwmaU  of  CangrMt,  voL  U.  p.  306. 

*  Bcttom  Qaamt,  Febniuy  24,  Mftreh  3,  Mftroh  10,  1777. 

^JmtmaU  of  Congnn,  rol.  iiL  p.  79. 
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when  Storer  opened  his  books,  there  appeared  in  the  Badon 
Gazette  a  notice  from  the  Boston  Loan  Office,  bearing  date 
August  25,  informing  the  public  that  the  Loan  Conmiis- 
doner  had  received  a  new  lot  of  certificates  "  with  which 
he  is  ready  to  borrow  any  sum  of  money  on  into'est  at 
six  per  cent,  per  annum,  for  the  United  States  of  America." 
October  6,  1777,  the  Loan  Conmiissioner  published  in  the 
same  paper  a  resolve  of  Congress  of  September  10,  to  the 
efifectthat 

the  int^est  which  shaU  arise  af  t^  the  date  of  this  resolution  of 
Loan  Office  Certificates,  already  issued  or  which  shall  be  issued 
before  the  first  dayof  March  next,  be  annually  paid  at  the  reqiecUve 
loan  offices  in  bills  of  exchange  on  the  Commissioners  of  the  United 
States  in  Paris  at  the  rate  of  five  livres  of  France  for  every  Spanidi 
milled  dollar,  due  for  interest  as  aforesaid,  or  in  Continental  bills 
of  credit  at  the  option  of  the  respective  lenders. 

By  comparison  of  dates  it  will  be  seen  that  at  the  time 
when  the  college  corporation  voted  to  invest  in  Continental 
Loan  Certificates  the  rate  of  interest  on  these  securities 
was  6  per  cent.,  and  that  Congress  had  already  added  to 
the  attractiveness  (if  the  expression  is  permissible)  of  this 
form  of  investment  by  agreeing  to  pay  the  interest  in 
exchange  on  France. 

The  "  Treasiu-er's  notes  of  this  State,"  in  which  alsoStor^ 
was  permitted  to  make  investments,  were  most  of  them  for 
short  terms,  the  longest  term  notes  then  on  the  market 
being  those  of  the  £50,000  loan  of  May  2,  1777,*  which 
were  payable  May  10, 1782.  They  all  bore  interest  at  the 
rate  of  6  per  cent.,  and  were  all  on  a  ciurency  basis.  Many 
of  the  loans  were,  however,  practically  currency  emissions, 
the  notes  being  given  to  borrowers  either  in  ten-poimd 
notes  or  ''in  sums  not  less  than  ten  pounds.''  Such  were 
the  fields  open  to  the  college  for  investment  at  this  time, 

'  AeU  and  Rfolv,  Pro:  Mau.  Bay,  vol.  v.  p.  S88. 


Digitized  by 


Google 


THE  INVESTMENTS  OF  HARVARD  COLLEGE     405 

and  such,  practically,  were  the  only  mterest-bearing  ob- 
ligations in  which  the  treasurer  could  place  the  funds  upon 
which  he  depended  for  income. 

At  such  a  time  owners  of  real  estate  producing  income 
would  cling  to  it.  Private  bonds  and  notes  would  in- 
evitably be  paid  off  as  they  matured  during  the  impending 
decline  of  the  currency,  the  inmiinence  of  which  was  im- 
pressed upon  the  treasurer  through  the  memorandum 
entry  in  Uie  Journal  above  quoted,  concerning  the  effect 
upon  the  collie  funds  of  the  paper-money  craze  of  the  first 
half  of  the  century.  Moreover,  obligations  of  this  kind 
could  not  be  phrased  so  as  to  avoid  the  Massachusetts 
legislation  of  1776,^  making  it  a  penal  offence  to  receive  or 
pass  Continental  bills  for  less  than  their  face  value,  or 
so  as  to  escape  the  effect  of  the  clauses  attached  to  the 
currency  emission  acts  making  State  bills  of  public  credit 
a  legal  t^ider  to  the  same  extent  as  silver  or  gold.'  The 
good  sense  of  the  members  of  the  corporation  showed  them 
that,  at  a  time  when  the  involuntary  conversion  of  all  or 
nearly  all  their  notes  receivable  into  currency  was  im- 
pending, the  interest-bearing  securities  of  a  de  facto  govern- 
ment, even  though  so  inchoate  and  powerless  as  the  Con- 
tinental Congress  or  so  incongruous  and  unwieldy  as  the 
Greneral  Court,  were  more  likely  to  be  protected  than  the 
currency  emitted  by  the  same  bodies.  It  was  politic, 
therefore,  to  convert  the  ciurency  received  by  the  collie 
into  interest-bearing  government  securities.  Duty  towards 
the  corporation  and  patriotic  inclinations  were  coincident. 

At  the  very  outset  the  treasurer  was  fortunate  enough 
to  invest  in  some  of  the  Loan  Certificates,  the  interest  on 
which  was  paid  in  drafts  on  the  Commissioners  at  Paris. 
All  certificates  issued  prior  to  March  1,  1778,  came  under 
this  heading,  and  in  subsequent  legislation  were  recognized 

1  Aiml  13,  1776.  AeU  and  SmoIvm.  Prov.  Ma—.  Bay,  toI.  t.  pp.  472-473. 
»Aeta  and  SmoIvm.  Frop.  Mam.  Bay,  vol.  v.  pp.  M6,  568,  689,  606. 
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as  brii^  1:.  a  ^pedalhr  £ftTtvmbfe  powtion'  For  i 
in  cooTtrdDf  these  intoest  biDs  of  fTrhMpe  into  cmieiici^ 
before  creditiEC  his  *  Interest  atcount,^  Storer  opened  in 
October,  177S.  a  new  aeeount,  which  he  entitled  "  BiDs  on 
France,''  by  means  of  the  entries  in  which  one  can  leam 
somewhat  about  the  rise  of  exchange  during  the  period 
that  the  interest  on  these  certificates  was  thus  paid. 

In  September,  1777.  the  college  funds  were,  as  we  have 
seen,  exclusiTely  invested  in  notes  and  mortgages.  Sep- 
tember 1, 1778,  the  list  of  iuTestments  dxmed  £9,000  in 
Loan  Certificates  and  £600  in  State  Treasury  notes.  Sq>- 
tember  1, 1779,  there  were  £15,000  in  Loan  Certificates  and 
£600  in  Sute  notes. 

The  Massachusetts  biUs  of  public  credit  were  all  called 
in  October  13,  1777,  and  conyerted  into  treasurer's  ten- 
pound  interest-bearing  notes.'  Thereafter  for  a  time  the 
only  non-interest-bearing  bills  ofliciaDy  recognised  in  Mas- 
sachusetts were  those  emitted  by  the  Continental  Congress. 

Slarch  18,  1780,  the  Continental  CcHigress,  by  rescdve, 
acknowledged  that  the  bills  of  credit  were  pasong  by  ccxn- 
mon  consent  in  most  parts  of  the  United  States  at  least 
thirty-nine-fortieths  bdow  thdr  nominal  value.  They  de- 
clared that  silver  and  gold  might  be  received  at  the  Treas- 
ury from  the  States  for  the  quotas  already  assessed  upcm 
them  at  the  rate  of  one  silver  dollar  for  fcHiy  of  the  bills 
in  circulation,  and  recommended  that  new  bills  should 
be  issued  by  the  several  States,  redeemable  in  silver  or  gold, 
bearing  5  per  cent,  interest  and  guaranteed  by  the  United 
States, — six-tenths  of  the  emission  to  go  to  the  States 
emitting  them  and  foiu'-tenths  to  the  United  States, — 
such  bills  to  be  emitted  only  as  the  bills  in  circulation  were 

'  September  0,  1782  (JcwmaU  of  Congr§§»,  voL  riL  p.  456),  in  eonwequence  of 
lack  of  funds  in  Franoe  the  loan  ofB«M  were  orderad  to  denat  from  mnlrinK  dnftt 
for  interest;  but  January  1ft,  1784,  Concrees  resolved  that  the  intetest  on  theie 
oertificates  was  not  subjeet  to  depreciation,  and  appointed  a  ooounittee  to  deriie 
eome  means  for  disoharsinc  these  loans  {Joumalt  of  Congrof,  vol.  ix.  p.  35). 

>  AeU  and  Rstclv$.  Prov.  Mom.  Bay,  vol.  v.  p.  784. 
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tn'ought  in  and  destroyed,  and  then  only  on  the  basis  of 
one  of  the  new  for  twenty  destroyed. 

llay  5,  1780,  the  State  of  Massachusetts,  acting  in  co- 
operation with  the  Continental  Congress,  laid  a  tax  for 
calling  in  the  State's  proportion  of  the  outstanding  bills,, 
and  authorized  the  emission  of  new  bills  or  notes,  payable 
at  a  fixed  future  date,  in  coin  and  bearing  interest  at  & 
per  cent.,  the  same  to  be  indorsed  by  the  general  govern- 
ment before  emission.  Notwithstanding  the  fact  that  the 
l^gal  tender  laws  hereinbefore  referred  to  were  still  in  force, 
the  notes  were  made  receivable  in  current  pasrments  on 
the  basis  of  one  of  the  new  emission  for  forty  of  the  Con- 
tinental bills.^  The  neglect  at  this  time  to  repeal  the  law 
giving  a  legal  tender  fimction  to  the  Continental  bills  was. 
cured  in  September,  in  the  act  adopting  the  scale  of  de- 
preciation for  the  adjustment  of  debts,  public  as  well  as 
private,  from  January  1,  1777,  to  April  1,  1780.* 

We  have  aheady  followed  the  investments  of  the  college 
in  Loan  Certificates  to  1779.  There  were  originally  in  the 
''Securities"  account  219  private  bonds  and  notes.  In 
1778  Hancock  turned  over  5  more,  having  a  face  value 
of  £624  17a.  2d.,  thus  raising  the  number  to  224,  and 
bringing  up  the  total  value  of  the  securities  surrendered 
by  him  to  £17,068  9^.  Of  these  110  remained  unpaid  in 
August,  1778,  at  which  time  the  cmrency  was  by  the  scale 
of  depreciation  four  and  one-half  for  one;  and  61  in  August, 
1779,  the  depreciation  being  then  a  little  over  sixteen  for 
one.  The  '* Securities"  account,  including  the  second  de- 
livoy  of  notes,  had  been  reduced  at  this  latter  date  a  little 
over  £13,000,  and  the  balance  now  stood  £4,061  ISs.  4d.^ 
at  which  point  the  fluctuations  cease  to  be  of  interests 
The  bulk  of  the  notes  had  been  paid  ofiF  before  the  d^ra- 
dation  of  the  currency  reached  its  worst  point. 

Mc(f  and  RmoIv4$,  Prov,  Ma—.  Bay,  voL  v.  p.  1178. 
3  Ibid.,  p.  1412. 
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As  the  premium  oa  sOver  and  gold  advanced,  the  coUege 
was  obliged  to  protect  itself  against  the  rise  in  prices 
caused  by  the  inflation  of  the  currency.  "Rents  unap- 
propriated," which  in  1778  yielded  £258  U.  4d.,  in  1781 
had  been  raised  to  £16,528  18s.  9d.  ""College  rents," 
which  included  ""Studies  and  Cdlars,"  were  credited  in 
1778  £341  4$.  7d.;  but  in  1781  the  amount  collected  was 
£18,167  4s.  Od.  The  charge  against  the  ""Salaries  and 
(kants"  account  for  ""Assessments"  ^  on  students  was,  in 
1778,  £1,252  ds.  4<f.,  and  in  1781  it  reached  £52,048  15s. 
6d.  In  the  summer  of  1781  StCM'er  brought  such  of  his 
accounts  as  were  under  his  absolute  control  nominally  to  a 
q)ecie  basis,  and  the  inc(Hne  from  the  rent  accounts  and 
assessments  next  year  fell  respectivdy  to  £274  6s.  from 
rents  unappropriated,  £510  5s.  from  college  rents,  and 
£1,052  15s.  Od.  from  assessments.  Coincident  with  the 
nominal  increase  of  inccmie  came  a  c(»Tesponding  increase 
of  expenditure,  and  in  a  similar  way  the  profit  and  loss 
item  (which,  und^  jHiident  management,  tiie  corpcxation 
sought  to  carry  each  year  to  stock)  grew,  while  the  currency 
was  being  inflated,  to  proportions  which  seaned  to  show 
that  the  college  was  growing  rich.  The  bubble,  however, 
had  to  be  pricked  sooner  or  later,  and  the  adoption  of  the 
Massachusetts  Depreciation  Act  in  1780,  if  it  did  not  actu- 
ally fix  the  time,  indicated  that  it  was  near  at  hand. 

The  new  emission  was  put  forth  in  the  sfHing  of  1780.' 
The  Massachusetts  Depreciation  Act  was  passed  in  the  fall. 

i  The  thMTwm  >g»ingt  the  efward  in  thig  aceoont  for  *  *  A  M—mfint  >  "  were  probably 
oniform  durinc  this  period.  In  an  eariy  entry  they  were  speeifieaUy  divided  aoMuif 
"Toitioo,  HoUifl  Profeieor,  Haneoek  Professor,  Library.  Gallery,  Steward,  and 
Monitors,"  "Gallery"  beinc  for  a  seat  in  the  town  ehnreh  ciUeiy.  The  reeordf 
■bow  that  the  ''Grants"  themselves  famish  illustration  of  the  enrrsnoy  movements. 
Oetober  4,  1779,  they  were  put  upon  the  basis  of  ten  for  one;  November  29,  fifteen 
for  ofks;  Mareh  21,  1780,  thirty  for  one;  Hay  9,  forty  for  one;  September  15. 
seventy  for  one;  February  27,  1781,  seventy-five  for  one.  The  nlsssss  wfaioh  wers 
graduated  from  1772-1 777,  inelusive,  averaged  forty-four  in  number.  From  1778- 
1788,  indusive,  the  average  was  thirty.  In  1784  the  number  graduated  was  forty- 
four. 

S  Hay  6.  1780,  Adt  and  RmUwt,  Prow,  Matt.  Bay,  vol.  v.  p.  1178. 
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If  the  bills  of  the  new  emission  had  been  received  with 
favor  and  the  terms  of  the  Depreciation  Act  had  been 
cordially  accepted,  Storer  could  have  put  all  his  accounts 
at  once  on  a  specie  basis.  These  conditions,  however,  were 
not  fulfilled.  Many  States  failed  to  provide  for  the  with- 
drawal of  the  portion  of  the  Continental  currency  assigned 
to  them,  and  Congress  itself  exceeded  the  self-imposed 
$200,000,000  limit  for  the  emission  of  Continental  bills. 
Consequently,  many  of  these  bills  remained  in  circulation, 
under  circumstances  which  compelled  their  discredit  in 
popular  esteem  far  below  the  final  term  in  the  scale  of  de- 
preciation; and  their  decline  in  turn  affected  the  bills  of 
the  new  emission.  Specie  began  to  come  out,  and  the 
treasurer  had  to  deal  in  his  accounts  with  three  forms  of 
currency,  the  relations  between  which  were  constantly 
changing.  He  hesitated  for  a  time  what  to  do;  but  in 
the  summer  of  1781  he  scaled  down  his  accounts  through 
an  account  termed  ''  Difference  of  Exchange,"  by  means  of 
credits  and  debits  which  expressed  the  difference  between 
the  book  entries  and  the  silver  value  which  they  repre- 
sented, no  matter  what  the  currency  in  which  the  entries 
were  made.  He  was  compelled  to  adopt  some  such  method 
as  this  because  the  "Paper  Currency"  account  was  no 
longer  available,  in  consequence  of  there  being  in  circula- 
tion two  paper  currencies,  the  relations  between  which 
fluctuated,  and  neither  of  which  had  any  stable  relations 
with  specie.  By  means  of  the  ''Difference  of  Exchange" 
account  and  ''New  Emission"  and  "Old  Emission"  ac- 
counts, he  covered  the  ground.  In  July,  1781,  he  brought 
the  "  Steward's  "  account  to  a  specie  basis.  The  difficulties 
that  he  encountered  in  carr]dng  out  the  [general  process 
will  be  illustrated  by  a  glance  at  the  method  adopted  in 
this  particular  account. 

Cideb  Gannett,  the  steward,  was  debtor  in  old  emission 
for  £97|012  lis.  2d.    This  at  seventy-five  for  one  rep- 
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sented  £1,293  lOs.  Od.  in  silver.  Storer  credited  Gannett, 
and  charged  ''Diff^^nce  of  Exchange"  mth  £95,719  1«. 
2d.,  thus  leaving  the  steward's  debtor  balance  expressed 
in  tains  of  silver  value.  The  steward  had  taken  oredit  in 
July  for  remittances  in  ^  New  Emission  "  at  four  for  one,  and 
in"  Old  Emission"at  seventy-five  for  one;  and  ihesecredits 
w&e  extended  mthout  reducing  the  new  emission  to  old 
emission,  the  term  in  which  the  debtor  balance  was  stated. 
The  complication  which  this  might  have  produced  was 
avoided  by  charging  Gannett  and  crediting  ''Difference 
of  Exchange"  with  the  difference  between  the  sums  for 
which  Gannett  had  actually  taken  credit  and  the  silver 
value  of  the  remittances.  After  these  entries  the  balance 
of  the  account  was  the  amount  which  Gannett  owed, 
stated  in  terms  of  slw&r  value.  These  entries  in  the 
steward's  account  cover  dates  in  May,  June,  and  July.  If 
we  turn  to  the  corporation  records,  we  can  see  what  Gan- 
nett was  contending  against.  June  8  it  was  recorded  that, 
when  the  bills  were  made  out,  exchange  was  sev«ity-five, 
but  it  was  then  (June  8)  much  higher.  A  committee  was 
to  reduce  the  bills  to  silvo-,  but  the  steward  was  to  be 
permitted  to  receive  bills  at  current  exchange.  June  19 
the  steward  was  directed  to  receive  not  less  than  one- 
quarter  in  coin,  the  three-quarters  to  be  in  bills  of  new 
emission  at  three  for  one.  June  28  exchange  had  in- 
creased,— ^new  emission  was  four  for  one.  July  26  the 
steward  was  instructed  to  receive  no  more  paper  money. 

In  September,  1780,  the  investments  in  Loan  Certifi- 
cates reached  the  simi  of  £24,090,  Massachusetts  notes 
remaining  £600.  In  June,  1781,  the  Loan  Certificates 
amounted  to  £28,590. 

Up  to  this  date  the  Loan  Certificates  received  by  the 
coU^e  had  been  subscribed  for  directly  at  the  loan  oflBce, 
Their  values  were  stated  in  dollars,  and  they  had  been  paid 
for  at  the  rate  of  one  New  England  pound  for  three  and 
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one-third  dollars.^  The  interest  on  the  certificates  issued 
prior  to  March  1, 1778,  was,  as  we  have  seen,  paid  in  drafts 
on  France.  On  money  loaned  after  that  date  it  was 
provided  by  Congress,  June  29, 1779,*  that  until  some  more 
accurate  standard  of  value  could  be  devised  the  interest 
should  be  increased  in  proportion  to  the  simi  of  Continental 
paper  money  which  might  be  in  circulation  after  the  date 
of  such  loans  respectively.  April  18, 1780,  Congress  an- 
nounced definitely  the  adoption  of  the  policy  of  scaling 
down  loans  to  the  current  value  of  the  bills  when  loaned, 
and  June  28,  1780,*  confirmed  this  by  resolving  that  "the 
principal  of  all  loans  that  have  been  made  to  these  United 
States  shall  finally  be  discharged  by  paying  the  full  cur- 
rent value  of  the  bills  when  loaned."  At  the  same  time  a 
scale  of  depreciation  was  fixed  for  the  purpose  of  deter- 
mining this  value.  In  September,  1780,*  it  was  resolved 
"  that  the  Board  of  Treasury  have  power  to  stop  the  issuing 
of  all  loan  certificates  under  former  resolutions  of  Con- 
gress," and  a  new  form  of  certificate  was  adopted,  stating 
the  value  of  the  money  received  in  Spanish  milled  dollars.* 
In  1781  Robert  Morris  assumed  charge  of  the  financial 
affairs  of  the  general  government,  and  strenuous  efforts 
were  put  forth  to  secure  money  by  otho-  means  than 
through  loan  offices.  Certificates  continued  to  be  issued 
in  pajnoient  for  supplies,  for  interest,  and  for  other  pur- 
poses by  different  government  officials,  but  the  regular  loan 
certificates  were  no  longer  prominent  in  the  market. 

'  It  mu0t  be  eonsUntly  borne  in  mind  that  we  are  deelinc  with  the  New  England 
pound,  and  not  with  sterlins  money. 

*JaumaU  of  CongreM^  vol.  v.  p.  275. 

*Ibid.,  vol.  vi.  pp.  100,  101.  The  reeolve  of  April  18,  which  is  not  in  the 
printed  Journal  at  the  proper  date,  is  recited  here  at  full  length. 

4/6ftd..  vol.  vi.  pp.  178,  179. 

ft  As  to  Treasury  notes  during  the  same  period,  legislation  was  effected  in  January, 
1781,  for  the  liquidation  of  State  notes  given  before  April,  1780  (Latoe  and  Rmolvn 
of  MoBB.,  1780-1781,  p.  6).  A  scale  of  depreciation  for  the  consolidation  in  gi^d 
and  silver  of  debts  due  from  the  State  which  were  specified  in  biUs  of  the  new  emission 
was  passed  in  November,  1781;  and  in  February,  1786,  all  outstanding  accounts 
or  demands  against  the  State  were  ordered  to  be  presented  for  liquidation  before 
January  1,  1786  (Law  and  Roioltm  of  JToss.,  1784>1786,  p.  113). 
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Storer  then  turned  his  attentioii  to  State  Treasury 
notes.  For  three  years  the  coDege  investments  in  this 
form  had  been  statkuiary  at  £600.  It  is  probable  that 
the  small  siie  of  the  greater  part  of  the  Treasury  notes 
may  have  deterred  the  treasurer  from  purchasing  than. 
But  now  the  State  was  in  the  fidd  as  bonrowo'  under  the 
new  c<Hi8titutkm,  and  John  Hancock  was  gova*nor.  The 
£600  investmoit  in  Stat«  Treasury  notes  in  1780  rose  to 
£833  4s.  m  1781.  In  1782  it  reached  £1,387  15s.  8d.  In 
1783  it  amounted  to  £3,360  18s.  9d.\  and  in  1784  to 
£6,656 13s.  9d. 

Notwithstanding  the  greats  stability  given  to  the  State 
govemmoit  by  its  organisation  undo*  the  new  constitution 
in  1780,  we  shall  find,  if  we  turn  to  the  coUege  "  Profit  and 
Loss"  account,  that,  beginning  with  1780,  the  State  notes 
purchased  by  the  treasuro*  wo^  taken  in  at  a  discount. 
Prior  to  that  time  these  notes  had  shared  the  depreciation 
concurrently  with  the  currency,  but  with  the  attempt  to 
place  financial  afiFairs  upon  a  specie  basis  came  the  dis- 
crimination natural  to  the  situation.  The  notes  of  the 
new  emission  themselves,  payable  at  a  future  date  in  silver, 
even  though  they  bore  5  per  cent,  interest,  fell  at  once  to 
three  for  one  of  specie,  and  shortly  thereafter  to  four  for 
one.  Profit  and  loss  was  credited  with  £181  6s.  4d.  as 
the  discount  on  Treasury  notes  purchased  in  1781,  and  with 
£1,107  12s.  9d.  m  1782.  Next  year  Loan  Certificates  also 
were  purchased,  and  the  discount  on  both  of  these  securities 
carried  to  profit  and  loss  was  £2,887  lis.  7d.  In  1784 
153  Loan  Certificates,  having  a  nominal  value  of  $100,100, 
were  scaled  down  on  the  coU^e  books  to  $25,787,  ff ths, 
f  ths,  by  the  application  of  the  Continental  scale  of  de- 
preciation. The  diflference,  $74,312,  Hths,  fths  (equal 
to  £22,293  15s.  6d.)>  was  carried  to  the  debtor  side  of 
"Diflference  of  Exchange";  and  the  reduced  valuation, 
$25,787,  l^ths,  fths  (equal  to  £7,736  3s.  7d.),  was  carried 
to  the  debtor  side  of  a  new  loan  certificate  account. 
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In  the  face  of  this  shrinkage  of  nominal  values  the  pur- 
chase of  government  securities  was  maintained,  and  in 
1785  the  discount  on  these  purchases  carried  to  the  credit 
of  profit  and  loss  was  £4,238  4s.  4d.  Here  we  have  the 
key  to  the  manner  in  which  the  funds  of  the  coU^e  wwe 
saved  from  the  threatened  wreck.  The  notes  and  public 
securities  which  in  the  earlier  stage  had  been  taken  by  the 
coU^e  because  it  had  no  choice  wa*e  now  deliberately 
selected  for  investment.  The  treasurer  and  those  who 
acted  with  him  may  be  said  to  have  speculated  in  the  State 
and  Continental  funds,  or,  to  state  it  more  carefully,  they 
had  faith  and  foresight  which  justified  them  in  buying 
these  securities  at  a  time  when  the  political  and  financial 
prospects  were  dark. 

In  1787  the  treasurer's  statement  of  the  coU^e  finances 
shows  investments  in  ''consolidated"  values  amounting 
to  £25,841;  but  a  memorial  was  then  submitted  to  the 
State  authorities,  showing  that  the  entire  personal  invest- 
ments of  the  coU^e  actually  amounted  only  to  £12,195 
Is.  Sd.,  while  the  amount  charged  against  the  stock  ac- 
count for  gifts,  l^acies,  etc.,  appropriated  to  specific 
purposes  was  £14,819  10s.  6d.,  thus  revealing  an  actual 
deficit  in  the  stock  account  of  £2,624  2a.  lOd.  Inasmuch 
as  there  had  been  a  surplus  of  £11,078  Ss.  4d.  in  1777,  it 
was  claimed  that  this  statement  showed  a  clear  loss  to  the 
coU^e  of  £13,702  68.  2d. 

The  following  extract  from  the  memorial  to  the  General 
Court,  from  which  the  above  is  taken,  furnishes  an  ex- 
planation of  the  manner  in  which  this  estimate  of  the 
investments  was  made  up: — 

It  may  be  thought  that  this  representation  should  be  founded  on 
the  apparent  and  not  the  real  state  of  the  funds;  but  if  it  is  con- 
sidered that  the  stock,  if  it  had  been  left  in  its  original  state,  would 
have  enabled  them  to  swell  it  to  at  least  four  times  the  present 
appearance,  they  conceive  that  they  have  taken  the  ri^t  method 
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of  calculation.  The  interest  also  on  what  was  sunk  by  the  pwper 
currency  would  in  the  last  eight  years  have  amounted  to  a  large 
sum,  the  college  having  received  in  ei^t  years  in  lieu  of  silver 
and  gold  £17,875  Sa,  Id,  Of  this  was  invested  in  the  public  funds 
£15,600,  ^diich,  when  consolidated,  amounted  only  to  £6,070  4s, 
and  will  now  sell  only  for  the  sum  of  £758  158.  6d. 

This  pessimistic  report  presents  the  worst  possible  side 
of  the  picture,  but  it  must  be  remembered  that  the  pur- 
pose of  the  appeal  to  the  legislature  was  to  secure  relief 
from  the  injury  received  by  the  coU^e  through  the  logal 
tender  acts,  which  had  compelled  the  reception  of  dis- 
credited paper  money  at  face  value. 

In  1782  commissioners  were  appointed  to  liquidate  the 
Continental  certificates  issued  for  supplies.^  In  1786' 
Congress  resolved  that 

all  holders  of  loan  office  certificates  issued  since  ihe  first  of  March, 
1778,  be  and  they  are  hereby  authorized  to  present  the  same  to  the 
loan  officer  of  the  State  in  which  such  certificates  issued  in  order 
that  the  specie  value  thereof  may  be  liquidated. 

In  1787,  when  the  memorial  to  the  General  Court  was  pre- 
pared, although  it  was  four  years  after  the  signing  of  the 
Peace  Treaty,  the  only  tie  that  united  the  States  was  the 
feeble  Confederacy.  Doubts  as  to  the  future  perplexed 
thinking  men  and  discredited  government  securities. 
Some  person  familiar  with  the  details  of  the  memorial 
to  the  General  Court  made  the  following  intrusive  entry 
in  Ledger  A,  under  the  Profit  and  Loss  Account:  "  Memo- 
randum. For  observations  on  this  Account,  see  p.  76.'* 
The  entry  to  which  he  thus  refers  the  reader  is  as  follows: 

1787,  January.  From  an  inspection  of  the  College  Books  it 
will  appear  that  since  the  paper  currency  stop'd  the  college  has  made 
great  profitts  and  a  large  addition  to  its  stock,  but  these  profitts 

1  JoumaU  of  Congrt—,  February  20,  1782,  vol.  yii.  p.  284. 
^  February  1,  1786,  JowmaU  of  Congrt—^  vol.  xL  p.  20. 
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are  perhaps  merely  imaginary  as  they  chiefly,  if  not  wholly,  arise 
from  having  purchased  public  securities  at  a  large  discount  which 
with  the  interest  due  on  them  are  estimated  on  the  books  at  the 
nominal  value,  and  time  only  can  discover  whether  these  are  profits 
or  not,  but  if  these  securities  are  estimated  at  the  present  current 
value  the  whole  college  stock  would  not  make  good  the  appropria- 
tion as  fully  appears  by  the  acc't  prepared  to  lay  before  the  general 
court  by  their  order  the  next  session. 

Then  follow  in  a  note  the  figures  relative  to  the  values 
taken  from  the  report,  with  the  added  statement  that  the 
value  there  given  £758  15s.  6d.,  is  on  the  basis  of  2s.  6d.  for 
20s.  of  the  "Consolidated"  value.  Here  we  have  a  direct 
statement  as  to  the  market  value  of  the  government  se- 
ciuities,  which  had  already  been  reduced  under  the  appli- 
cation of  the  Depreciation  Act.  They  were  worth  only 
one-eighth  of  the  "Consolidated"  valuation,  or  about 
one-twentieth  of  the  cost  price  in  the  degraded  currency. 
On  the  whole,  this  was  doing  pretty  well,  although  it  may 
be  inferred  that  the  critic  did  not  think  so.  The  creditors 
of  the  coU^e  who  paid  off  their  obligations  in  the  depre- 
ciated ciurency  would  have  done  better  by  themselves 
if  they  had  waited  a  little  longer.  The  time  when  this 
memorial  was  presented  to  the  General  Court  was,  perhaps, 
the  most  favorable  opportimity  they  could  have  selected 
for  a  pitiable  showing.  Next  year,  1788,  the  corporation, 
after  having  first  authorized  the  treasurer  to  invest  certain 
moneys  in  "  private  secmdties,"  changed  their  instructions, 
and  authorized  the  purchase  of  "public  securities,"  ''at 
four  shillings  being  the  current  price," — a  rise  in  value 
over  that  given  in  the  memorial  of  about  7J  per  cent, 
on  the  face  value  of  the  securities.  In  February,  1790, 
the  treasiurer  was  authorized  to  take  the  sum  due  from 
his  Excellency  Governor  Hancock,  both  principal  and 
interest,  in  Continental  securities  at  ten  shillings  upon 
the  pound, — ^a  rise  of  30  per  cent,  ovct  the  1788  quo- 
tation. 
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In  1787  and  in  1788  the  investments  in  Continental  and 
State  securities  remained  substantially  imchanged,  the 
total  amount  being  a  little  ova*  £22,000.  The  adoption  of 
the  Federal  Constitution  in  1788  gave  assurance  that  the 
trials  and  sufferings  of  the  war  were  not  to  be  thrown  away, 
and  that  the  obligations  emitted  by  the  government  would, 
as  afterward  liquidated,  be  somehow  cared  for.  Yet  the 
strain  did  not  yield  at  once.  July  3,  1789,  a  committee 
reported  to  the  overseers  that  the  treasurer's  statement 
appeared  to  be  ''  a  just  refa*ence  to  the  present  state  of  the 
CoU^e  Treasury,  but  that  the  public  securities,  which  in 
this  account  are  estimated  at  the  specie  value,  would,  if 
reduced  to  the  present  cash  price,  make  a  difference  of  at 
least  thirty  thousand  pounds  in  the  CoU^e  fund."  *  The 
"specie  value"  refers  to  the  valuation  set  upon  the  se- 
curities when  they  were  scaled  down  by  the  scale  of  de- 
preciation. This  term  is  used  occasionally  in  the  records, 
as  are  ako  the  phrases  "nominal  value"  and  "real  value." 
Apparently,  nominal  value  meant  the  currency  value. 
"Real  value"  and  "specie  value"  were  probably  synony- 
mous, and  meant  the  values  assigned  at'tiie  time  when  the 
accounts  were  scaled  down  by  the  scale  of  depreciation, 
while  "cash  price"  meant  what  the  committee  conceived 
that  the  securities  could  be  sold  for. 

The  coU^e  investments  in  Loan  Certificates,  liquidated 
certificates,  and  State  notes  had  in  1789  risen  to  £30,348 
lis.  9d.,  besides  which  there  was  unliquidated  past  due 
interest  on  the  certificates  amounting  to  £2,579  15s.  Od., 
and  interest  bills  £5,410  5s.  4d.  Whatever  the  opinion 
of  the  conmdttee  who,  in  the  above  report,  questioned  the 
value  of  the  investments,  the  treasurer  had  evidently  put 
all  his  spare  funds  in  this  form  of  investment. 

'  The  total  valuation  of  the  property  of  the  ooUese  Aucust  27.  1780,  in  the  report 
from  which  this  statement  is  extracted,  was  £48,186  16*.  3d.  The  condition  of  the 
fovemment  securities  at  that  time  is  set  forth  in  the  next  paracraph  in  the  text. 
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Then  came  the  establishment  of  the  new  government, 
the  inauguration  of  Washington,  and  the  appointment  of 
Hamilton  as  Secretary  of  the  Treasury,  and  his  plans  for 
fimding  the  Revolutionary  debts.  Those  who  during  the 
dark  period  of  distrust  had  purchased  government  funds 
saw  them  rise  in  value  far  more  rapidly  than  they  could 
have  anticipated.  Here  we  may  leave  the  treasurer's 
books,  and  turn  to  the  records  of  the  corporation  for 
signs  of  the  times. 

On  June  16, 1791,  it  was  voted  by  the  corporation  "  that 
the  treasurer  be  directed  to  borrow  the  siun  of  three  hun-» 
dred  pounds  from  the  Massachusetts  Bank  to  loan  to  the 
Bank  of  the  United  States;  and  that  the  president  execute 
a  proper  power  for  that  purpose  if  necessary."  Authoriza* 
tions  to  transfer  funded  stock  in  the  Massachusetts  Loan 
OflSce  to  the  United  States  Bank  were  passed  November 
29, 1791,  and  again  June  7,  1792,  these  transfers  being  in 
payment  of  a  subscription  for  stock.  Such  votes  as  these 
sufficiently  indicate  a  changed  condition  of  affairs. 

In  1793  the  accounts  were  converted  from  pounds, 
diillings,  and  pence  into  dollars  and  cents.  The  system 
in  which  the  nominal  currency  was  divided  into  dollars, 
ninetieths,  and  eighths,  the  eighth  being  practically  the 
unit,  finds  no  lodgment  in  the  treasurer's  books  except  in 
entries  like  those  dealing  with  the  reduction  of  securities 
by  the  scale  of  depreciation,  one  of  which  has  already 
been  described.  February  18,  1793,  the  corporation  in  a 
memorial  to  the  General  Court  stated 

that  at  the  beginning  of  the  late  war  the  funds  of  the  university 
consisted  chiefly  of  bonds;  that  a  paper  currency  taking  place  the 
corporation  ordered  their  treasurer  to  receive  it  agreeably  to  the 
Acts  and  Resolves  of  the  Congress  and  this  State  and  invest  the 
same  in  Loan  Office  Certificates  and  State  notes;  that  they  con* 
tinued  to  take  this  money  till  it  had  greatly  depreciated  and  on 
a  liquidation  of  these  notes  and  certificates,  when  the  paper  cur- 
rency stopped,  it  appeared  that  one  half  the  stock  was  sunk;  that 
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by  a  strict  and  rigid  economy  and  the  purchase  of  public  securi- 
ties from  time  to  time  this  loss  has  been  made  up. 

May  14,  1793,  a  committee  was  appointed  to  wait  upon 
Governor  Hancock,  and  request  him  to  pay  the  sum  due 
from  him  to  the  coU^e.  If  he  could  not  pay  the  whole 
in  specie,  they  were  authorized  "  to  take  the  principal  erf 
the  debt  in  funded  six  per  cents,  at  par."  Thus  nominal, 
real,  and  specie  values  and  cash  prices  had  reached  an 
equality. 

Quincy,  in  reviewing  the  events  hereinbefore  set  forth, 
says,  ''The  prosperous  condition  of  the  college  finances 
may  be  especially  attributed  to  three  individuals :  Ebenezo* 
Storer,  James  Bowdoin  and  John  Lowell."  For  an  ap- 
preciative estimate  of  the  work  of  these  men,  and  for 
tabulated  statements  of  the  condition  of  the  college  fimds, 
the  reader  is  referred  to  Quincy's  great  work. 

Theglimpse  behind  the  curtain  which  this  brief  inspection 
of  Storer's  accounts  has  enabled  us  to  take  reveals  the  great 
responsibility  thrust  upon  the  shoulders  of  the  men  who 
then  had  charge  of  the  coU^e  investments,  and  shows  the 
perplexing  nature  of  their  task.  Their  steadfast  trust  that 
a  government  must  be  evolved  out  of  the  chaos  which 
seemed  to  be  impending  after  the  States  had  triumphed 
in  the  field,  alone  saved  the  coU^e  from  hopeless  bank- 
ruptcy. Our  first  thoughts  as  we  watch  the  conversion  of 
the  coU^e  funds  into  a  currency  which  fell  in  three  years 
from  par  to  forty  for  one  may  be  in  admiration  for  the 
master  minds  which  were  able  to  keep  any  sort  of  control 
over  a  trust  fund  unda*  such  circumstances;  but  what 
shall  we  say  of  the  sagacity  which  so  shaped  these  invest- 
ments that  within  four  years  after  the  period  of  greatest 
depression  it  could  be  said,  "  This  loss  has  been  made  up  "  ? 

Andrew  McFarland  Davis. 
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TYPES    OF   AMERICAN    LABOR    UNIONS.— THE 
MUSICIANS  OF  ST.  LOUIS  AND  NEW  YORK. 

It  has  been  a  long  struggle  of  the  musicians  to  get 
themselves  looked  upon  as  workers  instead  of  players. 
Even  yet  they  are  not  taken  as  seriously  as  they  wish, 
though  they  have  practised  trade*imion  methods  these 
ten  to  twenty  years.  The  contest  was  first  internal;  for 
they  could  but  painfully  give  up  the  idea  that  they  wa-e 
artists,  and  ndther  players  nor  workers.  Even  conceding 
that,  though  artists,  they  worked  hard  for  their  living,  the 
old-fashioned  ones  contended  that  they  were  at  least  a 
profession,  and  not  a  craft.  This  internal  revolution  is 
the  first  stage  in  their  history.  The  second  is  their  growth 
as  a  trade  imion  into  a  more  complete  control  of  their 
business  throughout  the  United  States  and  Canada  than 
that  enjoyed  by  any  other  large  union  in  the  American 
Federation  of  Labor. 

The  former  National  League  of  Musicians  represented 
the  artistic  and  professional  element.  It  was  organized 
in  1886  by  del^ates  from  musical  societies  in  New  York, 
Boston,  Philadelphia,  Cincinnati,  and  Milwaukee.  Ten 
years  tiiereafter  it  included  101  ''locals.''  Some  of  these 
had  been  in  existence  several  years,  the  one  in  New  York 
dating  from  1863.  The  National  League  had  no  effective 
control  ova*  the  locals,  and  prescribed  no  rules  binding 
upon  them.  Consequently  they  diffwed  widely  in  their 
policies  and  tactics.  The  older  ones  were  incorporated 
under  State  charters,  and  held  property.  Each  of  them, 
like  the  trade  unions  which  they  shunned,  set  up  a  scale 
of  minimum  prices.  Likewise  they  prohibited  their  mem- 
hears  from  playing  with  non-members.    But  their  State 
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charters  made  it  precarious  for  them  to  expel  a  member 
who  cut  the  prices  or  played  with  outsiders.  They  were, 
in  fact,  in  a  position  similar  to  that  of  an  association  of 
physicians  which  adopts  a  schedule  of  recommended 
prices  to  be  charged  by  its  members.  They  lacked,  how- 
ever, that  protection,  through  limitation  of  numbers,  which 
comes  to  physicians  and  lawyers  in  the  l^al  certificate  of 
competency  based  on  an  apprenticeship  of  study  and  an 
examination. 

The  yoimger  locals,  especiaUy  those  in  the  West,  wctc 
less  influenced  by  the  professional  element  whose  centre 
was  in  New  York.  They  were  organized  after  the  example 
of  the  Knights  of  Labor  or  the  trade  unions  of  the  American 
Federation  of  Labor.  Although  the  National  League  had 
been  invited  year  after  year  by  the  Knights  and  by  the 
Federation  to  become  affiliated,  yet  it  alwajrs  declined. 
Had  the  vote  been  taken  by  locals,  the  invitation  would 
have  been  accepted;  but,  by  a  peculiar  system  of  proxies 
assigned  through  a  committee  after  the  convention  as- 
sembled, the  vote  of  these  smaller  locals,  who  could  not 
afford  to  send  del^ates,  was  cast  by  the  older  locals,  and 
thus  New  York  and  Philadelphia  were  able  to  control  the 
conventions.  Meanwhile  the  American  Feda^tion  of 
Labor  had  chartered  musicians'  unions  in  several  localities, 
with  the  object  of  forming  them  eventually  into  a  national 
body.  To  prevent  this  dual  organization  local  officers  of 
the  National  League  at  St.  Louis,  Cincinnati,  Chicago,  and 
Indianapolis  joined  with  the  Federation  of  Labor  in  1896 
in  calling  a  convention.  The  invitation  was  extended  to 
locals  of  the  League,  as  well  as  those  organized  by  the  Fed- 
eration. The  convention  met  at  Indianapolis,  the  head- 
quarters at  that  time  of  the  American  Federation  of  Labor, 
and  included  del^ates  from  18  locals  of  the  League  and 
9  other  locals  chartered  by  the  Federation.  Tlie  fact 
that  these  9  locals  contained  members  suspended  from  the 
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League  nearly  disrupted  the  convention,  since  to  admit 
such  was  inconsistent  with  the  object  of  preventing  a 
dual  organization.  But  this  difficulty  was  bridged  by  a 
formal  reply  from  the  Executive  (Toimcil  of  the  Federation 
that  national  bodies  once  affiliated  are  guaranteed  auton- 
omy in  regulating  their  inembership,  so  that  the  proposed 
association  would  become  the  sole  judge  of  the  qualifica- 
tions of  union  musicians  throughout  the  country.  With 
this  assurance  the  American  Federation  of  Musicians  was 
organized,  with  a  charter  of  affiliation  from  the  American 
Federation  of  Labor.  It  elected  as  its  president  Owen 
Miller,  of  the  St.  Louis  local,  a  former  president  of  the 
National  League  and  still  in  good  standing. 

The  officers  of  the  League  would  not  be  conciliated. 
At  once  they  expelled  every  local  that  joined  the  new  as- 
sociation. But  their  efforts  were  futile.  Within  five 
months  48  of  their  101  locals  went  over,  and  in  1902  only 
3  locals  were  left  in  the  old  organization.  A  decision 
handed  down  from  a  Missouri  court  reinstated  the  expelled 
locals  and  compelled  a  division  of  the  funds.  This  was  the 
final  blow.  The  League  held  its  last  convention  in  1902. 
"It  started  at  the  top,  ignoring  the  rank  and  file,  and 
finally  came  out  at  the  bottom.''  The  New  York  local, 
the  Musicians'  Mutual  Protective  Union,  with  4,000 
members,  held  out  for  a  year  longer,  but  was  compelled  to 
yield  and  become  "No.  310."  At  the  present  time  the 
new  organization  has  424  locals  and  45,000  members.  It 
has  brought  in  practically  all  instrmnental  musicians  in 
the  United  States  and  Canada  who  play  for  a  living,  either 
as  leaders  or  as  members  of  orchestras  and  bands,  including 
all  travelling  musicians,  and  excepting  only  those  who  are 
soloists  or  organists  and  those  members  of  local  companies 
who  play  only  their  own  series  of  concerts.  How  this  has 
come  about  will  appear  from  the  history  of  the  St.  Louis 
local,  which  led  the  movement  of  organization  on  trade- 
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union  lines  and  furnished  both  the  model  constitution  and 
by-laws  which  others  have  copied  and  the  national  officer 
who  has  guided  the  Federation. 

A  musicians'  union  is  similar  to  a  stock  exchange  or  a 
produce  exchange,  and  its  headquarters  are  a  ^pit"  ^ere 
buyers  and  sellers  of  instrumental  music  meet  to  make 
engagements.  The  buyers  are  ''leaders"  of  orchestras, 
bands,  or  concerts:  the  sellers  are  the  musicians.  The 
buyers  are  also  contractors  or  agents,  who  represent,  fcx* 
the  time  being,  the  owners  or  managers  of  theatres,  concert 
haDs,  sununer  gardens,  restaurants,  parades,  pageants, 
and  so  on.  But,  like  the  broker  on  Uie  exchange,  they 
must  be  members  of  the  union  if  they  are  to  have  the 
privileges  of  the  floor.  Like  the  broker,  too,  they  are  pro- 
hibited from  buying  musical  talent  of  those  who  are  not 
members.  Thus  the  musicians'  union,  like  the  stock  ex- 
change, b  ''closed"  on  both  sides, — members  only  can  buy 
and  sell,  hence  members  only  can  be  employers  and  on- 
ployed.  Every  member  is  entitled  to  become  a  "leader," 
if  he  can  find  a  client;  (that  is,  if  he  can  find  a  proprietor 
or  managa*  who  will  make  a  contract  authorizing  him  to 
furnish  musicians).  Consequently,  like  the  brokers,  a 
member  may  be  to-day  a  buya*  that  is,  an  employer  of  his 
fellow-members,  making  a  contract  for  their  services,  and 
to-morrow  he  may  be  a  seller,  that  is,  a  wage-earner, 
contracting  for  his  services  with  a  fellow-member.  Thus 
the  lines  are  not  always  closely  drawn.  Only  a  few  of  the 
members  are  known  solely  as  leaders.  They  are  the  fwt- 
unates  who  have  contracts  with  theatres  and  the  Uke, 
or  who  make  up  orchestras  designated  and  advertised 
under  their  own  name  as  "director."  In  the  St.  Louis 
union  of  600  members,  only  about  100  are  employed  steadily 
by  these  directors  in  theatres.  The  others  are  employed 
now  by  one  leader,  now  by  another,  on  short  engagements 
and  for  special  occasions.    Yet  those  who  are  predomi- 
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nandy  leaders  are  clearly  set  off  from  the  others.  They  are 
a  smaU  minority,  and  the  policy  of  the  union  is  determined 
by  the  majority,  whose  interests  are  those  of  wage-  earners. 
Tliis  will  be  seen  at  many  points. 

Formerly  the  musicians  met  at  saloons  to  make  their 
engagements,  each  clique  or  grade  of  the  local  talent  having 
its  favorite  ''joint,''  whose  proprietor  collected  his  rent  in 
the  ''drinks."  The  first  step  of  the  union  was  to  rent  its 
own  headquarters.  The  next  was  to  bring  in  all  the  local 
mufflcians.  The  two  worked  together,  as  will  appear.  In 
the  matter  of  headquarters,  unlike  other  unions,  the  mu- 
sicians must  have  a  room  large  enough  for  their  daily 
gatherings.  The  New  York  union  provides  a  floor  where 
a  thousand  or  more  of  its  members  can  meet  every  day. 
The  St.  Louis  local  accommodates  a  hundred  or  more. 
To  secure  such  a  place  with  offices  adjoining,  the  larger 
locals  have  found  it  necessary  to  buy  or  build  a  house. 
To  do  this,  the  older  ones  took  out  articles  of  incorporation 
under  State  laws,  not  as  unions,  but  as  benefit  associations, 
enabling  them  to  hold  property  not  for  profit.  But  these 
articles  of  incorporation  prevented  them  from  freely  en- 
forcing discipline  by  fines,  expulsion,  and  boycott.  The 
younger  locais,  of  which  St.  Louis  is  the  t]rpe,  avoided  in- 
corporation, but  shrewdly  resorted  to  the  device  of  the 
stock  exchimge.  The  "New  York  Stock  Exchimge  Build- 
ing Company"  is  composed  of  the  same  members  as  the 
"New  York  Stock  Exchimge."  But  the  former  is  in- 
corporated, owns  the  building,  and  leases  it  to  the  latter, 
which  is  unincorporated.  The  Aschenbroedel  Club  of 
St.  Louis  is  an  incorporated  body,  and  the  unincorporated 
Musicians'  Mutual  Benefit  Association  ("Local  2,  St. 
Louis,  American  Federation  of  Musicians")  has  a  by-law, 
adopted  in  1894: — 
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Whefeas  the  main  object  forthe  formation  of  the  AsdMobioedri 
dob  was  to  unite  the  profeenonai  muaioians  of  St.  Louis  into  a 
social  body,  with  corporate  powers,  with  a  view  of  securing  a  suit- 
able property  for  a  home;  and 

Whereas,  in  spite  of  aU  inducements  offered,  a  large  number  of 
the  professional  musicians  are  still  outade  of  the  organisation;  and 

Whereas,  the  fact  is  that  every  professional  musidan  in  the  city 
is  reaping  the  benefit  of  this  organisation  (and  with  the  ezceptkNi 
of  those  that  are  members)  without  assuming  any  (rf  its  re^Mxiai- 
bilities;  and 

Whereas,  believing  that  every  professional  musician  ou^t  by 
rig^t  to  be  a  member  of  this  organisation, — therefore  be  it 

Resolved^  first,  That  in  future  all  who  are  accepted  members  of 
the  Musicians'  Mutual  Benefit  Association  shall  also  become  mem- 
bers of  the  Aschenbroedel  Club. 

Second,  That  a  violation  of  the  rules  and  regulations  of  the  Aschen- 
broedel Club  shall  be  considered  a  like  violation  in  the  Musicians' 
Mutual  Benefit  Association,  and  punished  aocordin^y  by  the  proper 
authorities  of  the  Musicians'  Mutual  Benefit  Association. 

Third,  That  the  Musicians'  Mutual  Benefit  Association  shall  in 
no  sense  be  held  responsible  for  any  of  the  liabiUties  (rf  the  Asdien- 
broedeiaub.^ 

The  St.  Louis  Aschenbroedel  Club  has  one  set  of  officers 
chosen  from  the  older,  consa^vative,  and  commercial-like 
men,  and  holds  only  an  annual  meeting.  The  Benefit  As- 
sociation, or  imion,  hasyounger  and  more  aggressive  officers, 
and  holds  fortnightly  or  special  meetings.  The  Aschen- 
broedel Club  collects  no  dues  or  fees,  but  covers  its  expenses 
through  a  lease  of  its  building  and  equipment  to  the  imion. 
It  operates  a  bar  and  buffet,  billiard  tables,  and  so  on.  It 
never  expels  or  disciplines  a  member,  but,  when  one  loses 

^  The  term**AMhenbr(Mdel"  is  not  the  equivalent  of  **GindenlU."  Aftv  the 
death  of  a  beloved  leader  in  New  York,  named  Asche,  a  soeial  dub  of  miMirienw, 
deriring  to  honor  his  memory,  but  to  avoid  the  epithet  **ashes,"  added  the  snSfac 
"broedel,"  lignifsring  the  roUieldnc  eharaoter  of  their  dub.  The  term  hae  spread  to 
similar  dubs  throuchout  the  United  States.  The  New  York  dub  was  the  origiaal 
musicians'  dub  in  America,  organised  in  1860.  Unlike  the  St.  Louis  Asehenbroedel, 
its  membership  is  limited  to  those  who  speak  Qerman«  and  it  includes  only  about 
one-fifth  of  the  members  of  the  union.  It  owns  a  dub-house  valued  at  $150,000. 
The  local  union  is  separately  incorporated.  Other  nationalities  within  the  union 
haw  tbsir  own  dubs. 
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his  membership  in  the  union  on  account  of  an  infraction  of 
union  discipline,  his  memb«-ship  in  the  incorporated  body 
is  worthless. 

This  dual  arrangement  has  allowed  the  imion  to  slip 
through  the  meshes  of  the  law  by  means  of  a  frank  and 
unusual  plea.  A  member  was  expdled  by  the  Benefit 
Association  for  violating  a  sjrmpathetic  strike  order,  for- 
bidding him  to  ride  on  the  cars  of  the  street  railway 
company  during  a  strike  of  its  employees.  He  secured  a 
p^manent  injimction  in  a  lower  court  restraining  the 
officers  from  enforcing  the  order,  on  the  ground  that  he 
had  a  property  right  in  the  sick  and  mortuary  benefits  of 
the  association,  and  that  the  order  of  expulsion  was  not 
passed  in  the  manna*  provided  for  amending  its  by-laws. 
The  higha*  court  reva^sed  this  judgment  on  the  plea  set 
up  by  the  imion^  that  its  by-laws  and  regulations  were 
contracts  in  restraint  of  trade;  that  it  was  a  monopoly, 
in  that  a  musician  could  not  find  emplojrment  without 
being  a  member  of  the  association;  that  the  plaintiff  was 
aware  of  its  ill^al  character  when  he  joined,  and  had 
indeed  joined  for  the  purpose  of  profiting  by  such  monopo- 
listic r^ulations  which  he  had  faithfully  observed;  that 
the  ben^t  sections  of  the  by-laws  were  ma'dy  aids  to 
enforce  the  restrictive  sections,  and  could  not  be  separated 
from  them;  and  that  for  the  court  to  sustain  the  injunction 
would  be  specifically  to  enforce  a  contract  with  a  monopoly 
or  association  in  restraint  of  trade.  To  support  this  plea, 
the  union  submitted  its  constitution  and  by-laws  showing 
its  scale  of  minimum  prices,  its  prohibitions,  and  other 
compulsory  conditions  affecting  membership,  and  the 
application  for  membership  signed  by  the  plaintiff.  The 
court,  in  rendering  its  decision,  said: — 

i  St.  Louia  Court  of  Appeids.  liN)l,  Frodieh  ▼.  Muneiant*  Mvhial  Bm^fU  Am^- 
tiutiim  d  «<.    Briaf  of  appellant,  Frank  R.  Rjran,  attomty. 
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In  the  case  at  bar  the  by-laws  impose  on  the  members  of  the  i 
ciation  a  most  slavish  observance  of  the  most  stringent  rules  and 
regulations  in  restraint  of  trade.  So  strict  and  far-ieaching  are 
they  that  no  musician  in  the  city  of  St.  Louis;  and  for  that  matter 
in  any  dty  of  the  country,  can  find  employment  as  a  musleiao 
unless  he  is  a  member  of  the  association.  Such  a  confederation 
and  combination  is  a  trust,  pure  and  simple.  .  •  .  Hie  plaintiff 
is  in  the  attitude  of  asking  the  court  to  keep  him  wfaoe  he  says 
he  has  no  ri^^t  to  be  and  to  retain  him  in  a  position  wfaoe  he  may 
aid  in  the  sl^)port  and  maintenance  of  an  illegal  assodationy 
and  wfaoe  he  may  continue  to  supped  and  keep  up  a  monopoly 
of  the  services  of  musicians.  Courts  have  never  dealt  with  mo- 
nopolies except  to  restrain  or  destroy  tl^m,  and  we  decline  to 
depart  from  this  wholesome  rule  in  this  case  and  reverse  the 
judgment  with  directions  to  the  trial  court  to  dissolve  the  in- 
junction and  to  dismiss  the  plaintiff's  bill.  Decision  unanimous. 
98  Mo.  App.  383. 

The  legal  mind  is  perhaps  profound  where  it  seems 
comical.  At  any  rate,  the  St.  Louis  local  thus  demon- 
strated that  to  enforce  discipline  it  should  avoid  incorpora- 
tion. The  secretary  has  impressed  the  lesson  on  other 
locals,  and  has  advised  all  that  hold  State  charters  to  give 
them  up  or  to  use  them  for  conducting  the  social  and 
business  functions  of  the  organisation,  leaving  the  enforce- 
ment of  prices  and  regulations  to  unincorporated  associa- 
tions which  cannot  be  ''haled  into  c6m*t  every  time  they 
attempt  to  enforce  the  discipline  of  the  American  Federa- 
tion of  Musicians.''  ^ 

Turn  now  to  the  New  York  local.  Its  members,  operat- 
ing \xader  a  State  charter  granted  by  special  act  in  1864, 
soon  learned  its  limitations.  They  went  again  to  the 
legislature,  and  secured  in  1878  an  amendment  so  extraor- 
dinary as  scarcely  to  be  explained  on  modem  lines  of 
legislation.'    This  amendment  added  to  the  other  objects 

i  InUnaUonal  Mutieian,  June,  1904. 

>  Lawi  of  1878:  **Ao  Mt  to  amend  ehapter  168  of  the  Uws  of  1864  cnftiUed  'Am 
ftot  to  incorporate  tbe  Musioal  Mutual  Protective  UnioD/  paieed  April  11, 1864." 
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of  the  union  *'  the  establidiment  of  a  uniform  rate  of  prices 
to  be  charged  by  members  of  said  society,  and  the  enforce- 
ment of  good  faith  and  fair  dealing  between  its  members." 
The  amendment  continues: — 

It  shaU  be  lawful  for  said  society,  trom  time  to  time,  to  fix  and 
prescribe  unif onn  rates  of  prices  to  be  charged  by  members  of  said 
society  for  their  professional  services,  and  for  that  purpose  from 
time  to  time  to  make  and  adopt  such  By-laws  as  it  may  approve. 
And  any  member  of  said  society  violating  any  such  By-law  may  be 
expelled  from  said  society  (after  being  a£Forded  an  opportunity 
to  be  heard  in  his  defence)  in  such  manner'as  such  society  mayt 
from  time  to  time,  prescribe  by  By-laws  which  it  is  hereby  author- 
ised to  make. 

By  this  remarkable  act  of  legislation  the  New  York 
musicians,  twenty-five  years  before  they  joined  the  trade 
unions,  sought  l^ally  to  practise  trade-union  tactics. 
Yet,  while  the  act  grants  certain  powers  assumed  by  trade 
unions,  it  fails,  of  course,  to  grant  the  most  effective  weap- 
ons of  unions,  the  power  to  strike  or  boycott  and  the  power 
to  fine  or  expel  a  member  for  working  with  a  non-member 
or  working  for  an  "unfair"  employer.  Nevertheless,  the 
union  adopts  and  enforces  this  class  of  by-laws,  as  well  as 
by-laws  enforcing  the  minimum  prices.  But  the  fact  of 
incorporation  gives  to  a  fined  or  expelled  member  a  stand- 
ing in  court,  and  this  is  seen  in  the  cautious  use  of  its  disci- 
pline by  the  musicians'  union.  An  act  of  incorporation  is 
strictiy  construed  by  the  courts.  All  powers  not  expressly 
granted  by  the  legislature  are  withheld.  But  an  unin- 
corporated union  enjoys  all  powers  not  expressly  pro- 
hibited by  the  courts.  In  States  other  than  New  York 
this  principle  would  work  against  the  incorporated  union. 
But  in  New  York,  where  the  courts  have  permitted  large 
powers  to  imincorporated  unions,  they  have  allowed 
the  same  powers  to  the  incorporated  musicians'  union.^ 

1  Thomat  r.  Mu9ieian$'  Muhaal  FroUeUve  Vnium,  121  New  York,  40  (1890). 
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Consequently,  the  union  has  not  seen  fit  to  abandon  its 
charter,  but  ratha*  has  recently  gone  to  the  farthest  ex- 
treme of  any  American  union  in  exposing  itself  to  attack  by 
investing  its  funds  in  a  building  for  headquarters  costing 
$300,000. 

The  St.  Louis  local  worked  out  another  legal  device 
bearing  on  the  ''closed  orchestra."  This  is  the  fotm  of 
contract  between  managers,  leaders,  and  members.  F(v- 
inerly  the  leaders  were  in  the  position  of  independent 
employers  without  capital,  who  contracted  with  man- 
agers to  furnish  musicians.  Now  the  leader  is  made 
the  agent  of  the  musicians  whom  he  employs.  He  first 
enters  into  a  contract  with  the  managa*  to  furnish  mu- 
sicians as  their  agent,  either  for  the  season  or  for  a 
special  occasion.  The  form  covering  a  special  occasion 
has  a  clause: — 

It  IB  further  agreed  that  if  there  are  any  bands  or  orchestraa 
employed  for  this  engagement  who  are  unfair  to  the  Ammcan 
Federation  of  Mumcians,  this  contract  shall  be  considered  null  and 
void,  as  far  as  the  party  of  the  first  part  (the  leader)  is  concerned, 
but  does  not  relieve  party  of  the  second  part. 

The  leader  then  makes  contracts  with  individual  mu- 
sicians ''subject  to  the  rules  and  regulations  of  the  Mu- 
sicians' Mutual  Benefit  Association,  Local  No.  2,  American 
Federation  of  Musicians,  as  prescribed  in  the  Constitution, 
By-laws,  and  Price-list."  These  contracts  are  signed  in 
duplicate,  and  a  copy  is  filed  with  the  recording  secretary, 
on  the  pain  of  penalties  of  $25  to  $100  for  failure.  By 
making  the  leader  the  agent  of  the  manager  instead  of  the 
principal,  the  manager  is  made  responsible  for  the  wages  of 
the  musicians,  while,  as  agent  of  the  musicians,  the  leada* 
who  fails  to  pay  them  can  be  prosecuted  for  embezzlement 
instead  of  sued  for  a  debt,  and  at  the  same  tune  their 
wages  while  in  his  hands  are  exempt  from  attachment  for 
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his  debts.  These  contracts  probably  would  be  tiirown 
out  of  court  on  the  same  ground  that  the  foregoing  in- 
junction was  dissolyedy  althou^  they  have  never  beoi 
tested.  Hie  union  has  a  mxxe  expeditious  remedy.  It 
fines  or  expels  the  leader  for  vidating  the  rules,  and  the 
St.  Louis  local  has  cdlected  in  tiiis  way  at  least  one  fine 
as  hi^  as  $1,000. 

Evidently,  it  is  throu^  control  of  the  leaders  that  the 
union  is  trying  to  contrd  the  tnule.  Partly  on  this  account 
the  union  has  failed  as  yet  to  introduce  wdl-recognized 
agencies  of  other  CTafts  ccxnpoeed  sddy  of  wage-earners. 
None  of  the  locals  has  a  ''buaness  agent''  or  ''walking 
del^ate."  Such  an  oflScer  has  not  been  needed  for  pur- 
poses of  (n-ganization,  since  the  trade  has  be^i  fully  or- 
ganised in  other  ways.  He  would  be  needed  only  as  a 
detective  to  prevent  leaders  and  members  from  violating 
the  rules,  and  especially  from  paying  and  accepting  less 
than  the  minimum  scale  of  {Nices.  The  usual  method  of 
cutting  prices  is  for  the  members  to  pay  back  secretly  to 
the  leada*  a  rebate  on  the  published  tariff.  There  are  oUier 
forms  of  rebate  easQy  prevented,  such  as  accepting  tickets 
as  part  pajrment,  giving  presents,  allowing  one's  self  to 
be  fined,  or  paying  extortionate  [Nices  for  articles.  But 
these  secret  rebates  are  not  discovered  unless  the  parties 
have  a  ''falling  out"  and  one  of  them  "turns  union  evi- 
dence." It  was  through  such  an  exposure  that  the  leader 
of  the  Metropolitan  Opera  in  New  York  was  fined  $200. 
In  lieu  of  a  business  agent  the  imions  have  given  much  at- 
tention to  perfecting  their  control  of  the  leaders.  These 
are  required  to  be  members  of  the  imion,  and  members 
are  prohibited  from  plajring  for  non-union  leaders. 
This,  of  course,  subjects  the  leader  to  discipline,  but  it 
injects  a  diversity  of  interests  into  the  organization. 
The  result  is  several  more  or  less  futile  rules.  Hie  leader 
in  St.  Louis  is  expelled  if  he  offers  a  member  less  than  the 
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schedule  of  rates  or  if  he  threatens  to  blacklist  a  member 
either  for  accepting  other  engagements  or  for  reporting 
infractions  of  the  rules.  Again,  the  leaders,  although  & 
small  minority,  are  likely  to  have  imdue  influence  through 
their  power  as  employers.  To  reduce  their  power,  nearly 
all  of  the  imions  prohibit  a  leader  from  taking  a  contract 
for  a  season  engagement  where  he  cannot  personally  be 
present.  The  value  of  this  rule  is  seen  by  contrast  in  the 
case  of  Baltimore,  where  one  leader  has  secured  the  con- 
tracts for  all  of  the  theatres.  He  thereby  controls  the  best 
opportunities  for  emplojrment  of  his  fellow-members,  and 
this  enables  him  to  control  the  meetings  and  to  dictate 
the  policy  of  the  union.  Consequently  the  scale  of  wages 
is  lower  and  the  conditions  of  emplojrment  inferior  to  those 
in  other  places,  and  Baltimore  musicians  are  ccmsidered  a 
menace  in  competition  with  Washington  and  Philadelphia 
muacians.  In  Brooklyn,  too,  a  single  leader  controls  all 
of  the  theatres,  but  this  has  not  led  to  abuse,  because  the 
Brooklyn  musicians  are  a  small  minority  of  the  metro- 
politan imion.  The  rule  of  several  other  unions,  by  pre- 
venting such  a  monopoly,  preserves  to  the  rank  and  file  a 
stronger  control.  Hie  Chicago  local  expelled  a  leader  for 
taking  the  contracts  for  three  theatre  orchestras. 

A  local  leader  is  not  permitted  to  import  or  ''colonise" 
musicians,  even  if  they  are  members  of  other  locals,  without 
the  consent  of  his  local.  Hie  case  is  different  with ''  travel- 
ling leaders."  There  are  three  well-known  grades  of  travel- 
ling theatrical  companies.  New  York  is  the  centre  where 
these  are  made  up,  though  a  few  go  out  from  Chicago. 
One  grade  is  the  opera,  or  minstrel  show,  with  its  own  com- 
plete orchestra  and  leader,  or  the  symphony  company. 
Such  a  company  is  independent  of  local  musicians,  and, 
like  the  Boston  Symphony  Orchestra,  is  able  to  continue 
non-union.  The  next  grade  is  the  ''skeleton"  orchestra, 
composed  of  three  or  four  musicians  and  the  leada*.    These 
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must  be  members  in  good  standing,  else  they  cannot  secure 
local  musicians  in  the  places  visited,  to  fill  out  their  or- 
chestra. Last  is  the  theatrical  company  that  carries  only 
its  leader,  who  must  be  a  pianist,  in  case  he  cannot  make 
up  a  local  orchestra,  and  must  be  a  member  if  he  expects 
to  employ  local  players.  If  the  skeleton  orchestra  or 
single  leaders  remain  in  a  place  less  than  four  weeks, 
they  do  not  take  out  transfer  cards  from  the  local  of  their 
origin.  If  they  stay  longa-,  they  must  transfer  their  mem- 
bership. Some  of  these  leaders  are  not  members  of  a  local, 
and,  in  order  to  bring  them  in,  the  Federation  at  a  recent 
convention  provided  a  card  of  conditional  membership 
issued  by  the  national  organization.  When  such  a  leader 
^locates,"  his  card  is  converted  into  a  local  membership. 
If  a  leader  holding  such  a  card  plays  in  a  non-union  house, 
his  card  is  forfeited,  and  this  prevents  him  from  getting 
an  orchestra  in  a  union  house.  By  means  of  these  rules 
the  Federation  has  effectually  ''unionized"  the  theatres 
and  orchestras  throughout  the  United  States  and  Canada, 
There  remain  but  fifty  leaders,  theatres,  and  orchestras 
on  the ''  unfair  list,''  the  Boston  Symphony  Orchestra  being 
the  only  important  one. 

It  will  be  seen  that  the  musicians'  imion  is  not  only  a 
''closed  shop"  union:  it  is  also  a  closed  employers'  associ- 
ation. The  contractor,  or  leader,  must  be  a  member  of  the 
union.  Consequently,  unlike  other  crafts  in  the  modem 
labor  movement,  the  musicians  retain  the  character  of  a 
guild  with  its  masters  and  joiu-neymen.  This  diversity 
of  interest  has  led  to  consida'able  discussion  and  to  the 
proposal  that,  imitating  other  imions,  the  leaders  should 
be  excluded,  and  that  a  member  who  takes  a  contract 
should  be  given  an  honorary  discharge.  The  nearest  that 
this  proposal  has  come  to  be  acted  upon  is  at  Cedar  Rapids, 
wha'e  the  local  classifies  the  leaders  and  requires  them  to 
take  out  a  leader's  license,  for  which  they  pay  S25.    This 
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ajTEDgement  is  an  innovation.  In  oiher  places  the  leaders 
are  on  the  same  basis  as  otha*  membo^;  and  any  manto 
can  become  a  leader  simply  by  getting  a  contract.  The 
musicians  point  out  that  their  l^ders  are  on  much  more 
intimate  terms  with  the  rank  and  file  than  are  the  contrac- 
tors  in  other  trades.  Their  interests  are  the  same.  They 
require  no  capital  beyond  that  of  the  others;  they  perform 
in  company  with  their  fellows;  and  they  are  continually 
reverting  to  ordinary  memba^p.  On  the  other  hand, 
the  ease  with  which  a  member  becomes  a  leader  causes  a 
severe  competition  for  leadership.  In  New  York  fifty 
musicians  may  be  ''pulling  the  wires"  to  get  a  theatrical 
leader's  position  away  from  him.  Nearly  all  the  grievances 
and  discipline  with  which  the  imion  is  occupied  spring 
from  this  cut-throat  competition.  If  the  leaders  we^ 
separated,  if  they  formed  their  own  contractors'  association 
with  their  own  rules  and  discipline,  and  if  then  they  worked 
under  a  trade  agreement  with  the  union,  the  two  togetho* 
could  rule  out  the  imscrupulous  leada*,  and  the  conditions 
would  be  bettered  for  both  leaders  and  men.  These  views, 
however,  are  as  yet  held  by  but  a  few.  To  the  historical 
student  it  is  interesting  to  see  in  this  belated  organisaticm 
the  same  forces  at  work  which  long  since  separated  the 
guilds  of  other  crafts  into  the  trade  union  imd  the  eat- 
ployers'  association.^ 

Hie  American  Feda'ation  of  Musicians,  as  its  name  in- 
dicates, is  a  federation  of  local  imions  rather  than  a  foDy 
developed  national  union.  While  the  national  (vganiiatioii 
is  supreme,  yet  the  spirit  of  local  autoncmiy  is  so  stroog 
that  the  del^ates  have  withheld  important  powers  eoft- 
ceded  to  other  national  trade  unions.  Hie  Federalioii  h 
prohibited  from  adopting  a  geaeral  ben^t  or  insiBmBee 
assessment.    The  revenues  of  the  national  are  oi^  m 


1 A  mwaSkKt  drp«lopm«it,  oompl>ted  in  tbft  ymr  1901.  m  < 
**Tb«  TmmMmu  of  ChiQi«o,"  ia  tkk  Jmnm^  Maj.  IMib 
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cents  a  month  from  each  member, — ^a  simi  less  than  one- 
half  the  revenue  of  the  'longshoremen,  and  only  one- 
twentieth  of  that  of  the  moulders  and  one-sixtieth  of  the 
cigar-markers.  The  locals  r^ulate  their  initiation  fees, 
and  a  local  with  high  fees  assesses  the  difference  on  a  mem^ 
ber  admitted  by  transfer  from  a  local  with  low  fees.  That 
the  power  of  the  national  organization  is  growing  is  seen 
in  the  recent  rule  that  this  assessment  shall  not  exceed 
$25.  This  was  directed  against  the  New  York  local  whose 
fees  are  $100,  making  the  difference  assessed  to  members 
coming  from  other  locals  as  high  as  $75  to  $95.  This 
question  of  ''universal  membership"  has  agitated  the  con-> 
ventions  more  than  any  other,  and  has  led  to  the  partial 
breaking  down  of  local  barriers  already  described.  Rem*r 
nants  of  the  barriers  are  seen  in  the  rule  against ''colonizer 
ing, ' '  by  which  a  local  prevents  a  local  leader  from  bringing 
in  members  of  other  locals  for  permanent  engagements 
and  even  for  single  engagements.  Evidently,  until  imi- 
versal  membership  is  fully  established,  the  closed  shop 
remains  a  local  monopoly. 

Naturally,  the  local  imions  of  musicians  are  jealous  in 
admitting  members,  and  the  national  organization  has  been 
compelled  to  legislate  upon  this  subject.  Each  local  is 
required  to  have  an  examination  board  to  pass  upon  the 
eligibility  of  applicants,  but  any  local  rule  prohibiting  the 
admission  of  any  competent  musician  is  declared  null  and 
void,^  and  the  applicant  has  an  appeal  to  the  national 
executive  board.  All  new  locals  must  hold  their  charters 
open  for  at  least  one  month,  and  must  invite  all  musicians 
witiiin  their  jurisdiction,  through  the  press  or  otherwise, 
to  become  members.*  Only  expelled  or  suspended  mem-r 
bers  of  the  Federation  are  excluded,  and  these  may  be 
readmitted  on  appeal  or  by  pajmient  of  a  fine.  Members 
are  strictiy  forbidden  to  play  with  non-members,  except 
in  the  cases  already  noted.' 

1  OonttHiitloii.  Artide  V..  Seetion  20.    3  md.,  Seeiion  1.    s  md..  Section  16. 
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Tliese  rules  maintaining  the  cloeed  shop  have  thdr  sig- 
nificance  in  view  of  the  wide  recruiting  area  for  the  supply 
of  musicians.  Hie  union  necessarily  can  i»^8cribe  no 
term  <A  apprenticeship.  A  musician's  training  begins  in 
childhoody  and  requires  many  years  of  application.  Teach- 
ers of  music  are  found  in  every  considerable  locality,  and 
those  ndio  are  members  of  the  union  are  as  free  as  others 
to  organise  classes  and  solicit  pupils.  In  fact,  this  is  a 
source  of  income  to  many  of  them.  Of  the  thousands  who 
take  up  instrumental  music  \here  are  relativdy  few  who 
come  to  look  upon  it  as  their  vocation  from  which  to  earn 
their  living.  These  must  be  admitted  to  the  union,  else 
their  competition  on  the  outside  will  menace  the  scale  of 
prices.  But  there  are  others  to  ^om  music  is  only  an 
avocation,  at  which  they  can  pick  up  a  few  dollars  outside 
their  regular  vocation.  These,  like  the  women  Ytho  work 
at  home  for  ^  pin  money,''  are  the  more  soious  menace  to 
those  ndio  depend  on  tiieir  skill  for  all  their  money.  To 
bring  them  into  the  organization  and  to  bind  than  to  a 
minimum  scale  of  [Nrices  is  a  decided  i»t)tection  to  the  pro- 
fessional element.  Of  the  45,000  members  throughout  the 
country,  ova  one-half  are  working  also  at  other  occupations. 
One  consequence  of  the  musicians'  aflSliation  with  the  trade 
imions  is  their  rule  requiring  such  monbers  to  join  abo 
the  local  union  of  their  regular  craft  whereva  such  exists.^ 
Tlius  the  musicians  offer  the  peculiar  spectacle  of  a  union 
largely  composed  of  members  of  other  unions  and  con- 
fronted by  the  problem  of  maintaining  two  minimum  scales 
of  wages.  Howeva,  this  applies  mainly  to  smaller  towns. 
In  such  a  town,  perhaps,  only  the  leader  may  follow  music 
for  his  livelihood,  while  all  the  otha  membos  follow  otiier 
occupations  as  well.  In  such  a  town  the  initiation  fee  is 
usually  $5, — the  minimum  prescribed  by  the  national 
organization.    In  larger  towns  the  highest  is  $25,  excepting 

&  Suodinc  BtnlatlMi  14. 
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New  York,  which  in  the  past  five  years  has  placed  it  at 
$100.  These  larger  fees  tend  to  exclude  the  incidental 
musician  and  to  reserve  the  field  for  the  stricUy  profes- 
sional. 

This  competition  of  semi-musicians  has  led  those  who 
look  upon  themselves  as  artists  to  advocate,  in  times  past. 
State  regulation  of  the  profession  instead  of  trade-union 
regulation  of  the  craft.  They  pcnnt  out  that  State  gov- 
ernments restrict  the  practice  of  some  professions  to  those 
who  have  passed  a  prescribed  examination,  and  that  this 
restriction  covers  not  only  lawyers,  physicians,  dentists, 
phannacista,  and  teachers,  but  also  veterinarians,  archi-. 
tects,  horse-shoars,  bakers,  and  so  on.  In  line  with  these 
precedents  a  bill  was  introduced  in  the  Illinois  legislature 
creating  a  '' Commission  of  Music,''  to  be  composed  of 
five  members  selected  by  the  governor  from  ten  persons 
nominated  by  the  Illinois  Music  Teachers'  Association, 
with  power  to  grant  licenses  on  examination  to  teachers 
of  music.  Its  advocate  contended  that  the  low  state  of 
their  art  was  due  to  the  many  self-styled  artists,  and  that, 
like  other  professions,  theirs  would  be  improved  and  ele- 
vated by  legal  selection  of  the  fit  and  exclusion  of  the  im- 
fit.  In  lieu  of  the  enactment  of  such  a  law  the  musicians' 
union  tries  tp  reach  a  similar  result  through  its  ''closed 
shop,"  its  examination  boards,  and  its  minimum  wage. 
The  restrictions  which  the  professional  musician  advocates 
for  the  sake  of  his  art  the  trade-union  musician  enacts  for 
the  sake  of  his  living.  The  latter  frankly  bases  his  policy 
on  the  commercialism  which  has  gained  control  of  ^he 
coimtry,  and  which,  on  the  one  hand,  sends  its  greatest 
of  artists  ''out  for  the  almighty  dollar,"  and,  on  the  other 
hand,  "cheapens  the  wages  of  the  ordinary  musician  by 
the  same  tactics  that  employers  pursue  with  other  hired 
help." 

This  effort  to  protect  the  minimum  wage  is  seen  in  several 
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of  their  rc;giilatioo&  One  is  the  exehiaoo  of  "juvenSe' 
bttndB."'  A  leader  or  teacher  organiBes  his  pofSa  and  ad- 
ToijaeB  them  under  a  taking  or  deceptive  name.  Thar 
parents  provide  unif orme  and  instroments,  besides  paying 
the  teacher  a  anaU  som  for  tuition.  After  a  few  mcmths 
the  leader  takes  contracts,  and  his  pupils  jAblj  in  poblie 
for  ''the  experimce."  This  form  of  diiki  labor  is  pre- 
vented by  the  exehiaon  of  ""meompetent"  musicians  and 
of  persons  under  sixteen  years  of  age  from  memberriiip 
in  the  unicm. 

Another  rule  prohibits  co-operative  or  "diare  pian"^ 
engagements,  unless  the  same  are  "proven  abscdutdy  non- 
competitive." A  co-<qperative  band  (days  on  a  q[)eculation 
for  a  manager,  the  pay  ot  the  numbers  bong  a  diare  of 
the  receipts.  If  such  a  band  comes  in  c<xnpetition  with  a 
leader  who  pays  the  union  scale,  he  may  find  it  difiSeult  to 
secure  the  c<Hitract.  Ncm-competitive  engagem^its,  ^iriiere 
such  bands  may  (day,  are  those  for  practice,  (h*  for  educa- 
tional purposes,  or  for  raising  funds  to  buy  a  unifonn, 
or  for  creating  a  dass  of  aogagemoits  not  in  vogue  here- 
tofore.' In  these  the  band  assumes  all  respcHisibility,  is 
not  engaged,  and  so  does  not  compete  with  oiher  bands. 

The  opposition  of  the  musicians  to  army  and  marine 
bands  has  come  vividly  before  the  pubhe  more  than  any 
other  pdicy  ci  the  organisation.  Enlisted  muocians  of 
the  army  and  navy  are  not  admitted  to  monbersfaip,  and 
a  monber  enlisting  severs  thereby  his  membership.  No 
member  is  permitted  to  (day  a  paid  engagemoit  with  any 
enlisted  man.  On  noted  occasions  at  Baltimore,  Oiicago, 
and  San  Francisco  union  bands  have  withdrawn  from 
pageants  in  which  government  bands  took  part^  Re- 
peated complaints  against  their  competition  have  hem 
made  to  the  authorities  at  Washington,  and  in  this  even 
the  National  League  ot  '^ artists"  led  the  way  tw^ity  years 

1  Dtanotm  oC  Um  PMndMt,  Itdtmmtiwmml  Mwrinan^  FdmMry.  190S.  p.  S. 
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ago.  The  enlisted  men  aire  equipped  by  the  government, 
and  are  paid  a  salary  somewhat  less  than  the  union  scale. 
They  are  allowed  to  supplement  their  salaries  by  private 
engagements.  In  most  eases  their  orders  forbid  accepting 
less  than  prevailing  civilian  rates,  but  the  National  League 
in  1888  compiled  one  hundred  cases  of  violation  of  these 
orders.  The  situation  illustrates  the  economist's  "mar- 
ginal man."  In  St.  Louis  in  1886  there  were  five  civilian 
bands  and  one  Cavalry  Depot  band  stationed  at  Fort 
Jefiferson  Barracks.  The  five  bands  were  at  all  times  com- 
pelled to  adjust  their  prices  to  what  managers  said  they 
could  get  the  army  band  for.  The  one  band  was  a  club 
used  in  turn  on  each  of  the  others.  Finally,  the  others 
adopted  a  joint  defence, — ^a  boycott.  This  was  effective 
only  where  the  manager  needed  more  than  one  band  or 
needed  one  band  continuously.  Last  of  all,  the  Federation 
appealed  from  the  military  and  naval  authorities  to  Con- 
gress, and  now  asks  for  legislation  to  raise  the  pay  of  all 
membois  of  enlisted  bands,  "with  the  unconditional  pro- 
viso that  they  shall  be  prohibited  from  plajdng  any  paid 
engagements  while  in  the  service  of  the  government." 

It  is  significant  that  the  imion's  antagonism  does  not 
apply  to  navy  yard  bands.  These  are  composed  of  local 
musicians  who  do  not  take  contracts  as  a  band,  but  go 
out  as  individuals.  The  antagonism  applies  only  to  en- 
listed musicians,  and  these,  by  their  oath  of  service,  are 
under  control  of  the  government  ratha*  thto  the  union. 
They  cannot  be  ordered  on  strike  or  boycott  if  their 
superior  offica*  orders  differently.  They  cannot  be  sum- 
moned to  union  meetings  or  examined  and  punished  for 
cutting  under  the  union  prices.  They  menace  the  mini- 
mum wage  because  they  menace  the  imion  discipline. 

Immigration,  too,  is  a  menace  that  has  troubled  the 
musicians.  Though  themselves  largely  foreign-born,  es- 
pecially German,  yet  they  have  taken  a  stand  against  free 
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immigration.  Even  the  officers  of  the  National  League,  in 
spite  of  their  artists'  pride,  saiousiy  contended  heiore  the 
immigration  authorities  that  under  the  alien  contract 
labor  law  musicians  should  be  excluded,  on  the  ground 
that  they  were  laborers  rather  than  artists,  whom  tlie  law 
admits.  The  Federation,  in  line  with  its  trade  unionism, 
consiBtently  urges  Congress  to  class  musicians  as  laborers, 
thereby  luinging  them  under  the  alien  contract  labor  law.^ 
It  declaims  against  ''the  wholesale  importation  of  musi- 
cians" as  ''endangering  the  existence  of  musicians  in  this 
coimtry,  and  depreciating  their  opportunities  to  earn  a 
respectable  livelihood  as  American  citizens." '  It  decries 
the  influx  of  foreign  bands,  adopting  "some  high-«ounding 
royal  or  other  foreign  title,"  "picked  up  in  the  streets  of 
large  cities,"  managed  by  some  shrewd  American,  "who 
lines  his  pockets  by  adopting  the  degrading  padrone  system 
of  Europe,  imder  which  no  self-respecting  American  citiien 
can  exist,"  and  proceeds  to  declare  such  aggr^ations 
"unfair"  and  to  boycott  managers  who  hire  them.  It 
welcomes  "legitimate"  foreign  bands  and  orchestras 
making  concert  tours  under  fair  conditions,  "but  will 
resist  to  the  last  these  fraudulent  aggregations."'  Tlie 
Federation  sent  a  circular  in  their  own  languages  to  the 
musicians  of  Europe  warning  them  against  speculators 
for  the  World's  Fair  at  St.  Louis,  and  advising  th«n  that 
they  would  find  the  cost  of  living  five  times  as  great  as 
in  their  own  countries.^  Finally,  the  constitution  of  the 
Federation  requires  all  members  to  be  citizens  or  to  have 
"  declared  their  intention,"  and  to  complete  thdr  natural- 
ization "with  due  diligence."*  Thus  the  closed  shop 
and  the  boycott  are  the  mudcians'  regulation  of  immi- 
gration. 

i Staodinc  Rfltolutioa  10.  3/&tf.,  1.  SiM^lS. 

« ImtnaHanal  M^uieim,  Jane,  1002.  p.  0.       «  Oonititulion,  Artieto  V.,  Seetiaa  & 
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Wages  and  Hours. 

Tliere  is  hardly  a  craft  whose  earnings  are  more  un- 
certain than  those  of  the  musician.  The  steadiest  job  is 
that  in  theatres  for  eight  months  and  summer  gardens 
for  four  months.  In  the  St.  Louis  local  of  600  members, 
only  about  100  have  these  positions.  There  the  imion 
scale  for  theatres  provides  S21.25  per  week,  for  not  more 
than  nine  performances,  up  to  $24.15,  for  not  more  than 
fourteen  performances,  to  which  is  added  one  reh^ursal  a 
week.  At  these  prices  a  musician  playing  every  night  in 
the  year,  with  two  matinees  and  a  rehearsal  each  Week, 
could  earn  $1,100.  But  such  a  feat  is  impossible.  These 
men  actually  earn  about  $700  in  eight  months  and  $300 
in  the  summer  months,  making  $1,000  for  the  majority 
of  theatrical  positions.  These,  of  course,  are  minimum 
rates  of  pay,  as  are  all  of  the  other  scales;  and  there  are 
certain  ones,  such  as  first  violin,  first  cornet,  and  so  on, 
who  receive  more  than  the  minimum.  Hiere  are  also 
^extras,"  so  that  a  few  may  earn  as  much  as  $1,200.  When 
the  St.  Louis  union  was  organized  twenty  years  ago,  there 
were  three  theatres  pajring  the  above  rates.  These  were 
not  changed,  but  the  others  were  raised  to  the  same  level, 
bringing  them  up  about  15  per  cent.  The  best  men  have 
always  received  the  higher  rates  of  pay.  Their  gain  has 
come  from  regulating  the  hours,  limiting  the  number  of 
rehearsals,  getting  paid  for  extra  rehearsals  and  extra  per- 
formances, and  prompt  pajmient  of  salaries  in  full. 

The  other  five  hundred  musicians  in  St.  Louis  must  de- 
pend for  their  earnings  upon  all  sorts  of  fleeting  engage- 
ments. It  is  here  that  the  union  has  mainly  affected  the 
rates  of  pay  and  the  hours  of  work.  The  "price-list" 
cova's  them  all  with  particularity,  and  is  amended  when- 
ever a  gap  appears.  Formerly  at  private  parties,  wed- 
dings, balls,  entertainments,  and  the  like,  the  pay  was  $2 
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to  14  for  the  night.  The  concessioiudre  might  ke^  the 
musicians  till  daylight,  though  but  a  few  danc^^  hdd  out. 
Now  the  player  gets  $4  till  2  a.m.,  and  SI  an  hour  there- 
af t^.  Hence  the  dancers  do  not  remain  aft^  3  or  4  a-m . 
Parades  were  S3  for  four  hours.  Now  they  are  S4  for  the 
first  hour  on  Sundays,  and  S3  on  week-days,  with  SI  for 
each  additional  hour.  All  day  to  7  p.m.,  or  aft^noon  and 
evening  to  11.30  o'clock,  is  SIO.  Funaids  wete  %IJ50. 
Now  they  are  S3  or  S4  "if  to  a  cemetery,"  or  S5  "with 
marching  aft^  leaving  the  cemetery."  And  so  on  lor  base- 
ball, Fourth  of  July,  corner-stone  laying,  flag-raising, 
dedications,  saloon  concerts,  and  the  hundred  other  oc- 
casions ^ere  the  musician  softens  sorrow,  fires  patriotism, 
or  drowns  bedlam. 

Several  kinds  of  caUs  formerly  were  not  paid  for  at  all, 
but  now  they  have  a  scale  of  prices.  Members  are  pro- 
hibited from  donating  their  services  unless  the  union  as  a 
whole  votes  to  voluntea*,  as  for  some  great  public  service, 
like  the  relief  of  the  Johnstown  sufferers.  Thus  church 
music  was  often  furnished  free  as  an  advertisement  for 
other  work.  Now  a  single  service  is  S5,  and  three  sauces 
the  same  day  SIO.  Decoration  Day  and  memorial  services 
were  free  on  account  of  sentiment.  They  are  S4,  with 
marching  extra  at  SI  an  hour.  Serenades  were  free,  and  a 
leader  could  control  the  time  of  his  men  by  calling  them 
together  when  they  had  "a  night  off"  to  serenade  a  hoped- 
for  patron.  Now  serenades  are  S3  the  first  hour,  with 
extras  for  marching  and  overtime. 

The  cost  of  their  imiforms  is  also  a  matter  of  wages. 
Each  bandmaster  or  leader  wishes  his  own  imiform,  some- 
times fantastic  and  costly.  This  the  musician  is  often 
compelled  to  buy,  and  so  to  own,  say,  four  or  five  different 
uniforms.  The  St.  Louis  local  led  the  way  in  establishing 
a  regulation  imiform,  which  members  are  required  to  wear. 
It  costs  about  S18.50,  can  be  made  by  one's  own  tailor. 
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hence  is  always  a  fit,  avoids  contagion,  provides  a  new 
^t  for  clear  days  and  indoors  and  an  old  one  for  wet  dajrs 
and  parades,  and,  not  least  important,  enables  the  public 
to  distinguish  between  union  and  non-union  bands.  A 
leader  may  furnish,  if  he  likes,  a  distinctive  suit,  or  he 
may  furnish  only  a  one-inch  band  with  his  own  lettering  to 
be  placed  on  the  cap.  When  the  Chicago  local,  in  1905, 
adopted  the  regulation  uniform,  they  were  checked  by  an 
injunction  obtained  by  certain  leaders.  This,  later,  was 
withdrawn,  and  the  union  imiform  is  in  line  of  general 
Adoption. 

Curiously, the  musician's  demands  have  not  lessened  his 
calls.  Guests  at  caf^,  restaurants,  and  hotels  were  regaled 
by  dirty  gypsies  or  mandolin  negroes  or  other  itinounts. 
Now  fifty  musicians  in  St.  Louis  are  r^ularly  employed  at 
$5  for  a  single  day  of  seven  hours,  or  $21  a  week  of 
•seven  days,  or  a  score  of  other  price  and  time  combinations. 
Trolley  parties  have  appeared.  Phonograph  musicians  in 
New  York  dispense  harmony  to  the  ends  of  the  earth  at 
S1.25  an  hour.  The  taste  of  the  community  has  improved, 
its  wealth  and  accessibility  have  grown,  and  the  musician 
^ets  more  pay  and  more  work. 

The  forgoing  prices  and  changed  conditions  pertain 
mainly  to  the  St.  Louis  local.  In  New  York  the  price-list 
is  somewhat  higher,andhas  not beenchangedforforty years. 
The  difficulty  there  has  been  in  enforcing  the  scale.  About 
^300  of  the  best  men  earn  fi'om  $1,500  to  $2,000  a  year, 
getting  steady  employment  at  the  minimum  scale,  while 
about  one  in  fifty  of  all  the  members  gets  more  than  the 
minimum.  But  the  majority  earn  less  than  $1,000,  and 
in  some  lines,  like  balls,  the  competition  and  evasion  have 
been  so  great  that  the  scale  became  a  dead  letter  and  had 
to  be  reduced. 

Although  the  demand  for  musicians  has  increased,  yet 
there  is  a  rule  of  the  national  union  which  carries  the  sug- 
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gestkm  that  the  doctrine  of  "makmg  work''  has  a  place  in 
theeraft.  This  law  pennits  a  local  to  specify  the  minimum 
nmnber  of  men  allowed  to  play  in  a  theatre  cvt^estnu 
The  St.  Louis  local  has  made  but  one  use  of  the  law, 
namely,  to  require  the  manago*  of  a  certain  large  haU  to 
increase  the  number  of  musicians  in  his  orchestra,  on  the 
ground  that  the  audioice  could  not  hear  them.  The  New 
York  local  places  the  minimimi  number  of  men  to  be  em- 
ployed in  a  theatre  at  six,  but  this  absurdly  low  figure 
gives  evidence  rather  of  the  musician's  longing  to  produce 
artistic  music  than  of  his  policy  to  make  work.  This  is 
shown  by  the  refusal  of  Henry  Irving,  on  his  first  appear- 
ance in  New  Y(»-k,  to  go  on  with  the  r^ular  house  or- 
chestra of  twelve  men,  when  he  had  been  accustomed  in 
England  to  fcnrty.  He  compromised  on  thirty-five.  The 
union  minimimi  of  six  is  but  a  feeble  effort  to  counteract 
the  managers'  view  that  the  American  musician,  like  the 
American  mechanic,  should  turn  out  more  work  than  his 
European  competitors.  F(»-  Henry  Living's  stand  in  this 
matter  the  union  made  him  an  honorary  member. 

Doubtless  the  idea  of  making  work  appeals  to  some  of  the 
locals  and  some  of  the  memb«*s.  The  New  York  local  fines 
a  member  for  playing  more  than  one  instrument  at  a  time 
at  a  single  engagement,  ^this  being  against  the  interest  of 
our  fellow-memb«*s."  For  the  same  reason  it  denounces 
by  resolution  the  ''exactions  6f  xmscrupulous  leaders  who 
require  bass  dnmmiers  to  play  cymbals  with  drum  while 
marching,  and  snare  drummers  to  play  bass  drums  with 
pedal  attachments  on  single-night  engagements."  The 
musician,  like  the  machinist,  clings  to  the  ''one-man-one- 
machine"  tradition  of  his  craft.  His  arguments  are  right 
in  sesthetics,  and  may  be  right  in  economics,  for  he  reascnu 
that,  if  the  ear  of  the  American  public  were  ciQtivated  to 
good  music,  it  would  demand  more  music. 

John  R.  Commons. 
UmvxBsnr  of  Wisconsin. 
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THE  COLLATERAL  TRUST  MORTGAGE  IN  RAIL^ 
WAY  FINANCE. 

One  of  the  most  important  inventions  of  modern  rail* 
way  finance  is  the  collateral  trust  mortgage.  Devised  as 
a  means  of  evading  a  statutory  limitation  to  a  railroad 
company's  activities,  it  has  become  a  powerful  and,  in- 
deed, indispensable  instriunent  for  building  up  great  rail- 
way sjrstems.  During  the  last  twenty-six  years  there 
have  been  about  ninety  issues  of  collateral  trust  bonds, 
ranging  in  amount  from  $700,000  to  $75,000,000  each,  put 
forth  for  a  variety  of  purposes,  and  covering  from  dxty 
miles  to  four  thousand  miles  in  a  single  issue,  while  a  large 
number  of  mortgages  bearing  other  names  have  collateral 
trust  features. 

The  ordinary  railroad  mortgage  is  a  direct  lien  upon 
the  road-bed,  track,  right-of-way,  franchises,  real  estate, 
and  other  tangible  property  of  the  corporation.  A  col- 
lateral trust  mortgage  is  a  mortgage  not  upon  tangible 
property  or  franchises,  but  upon  other  mortgage  bonds 
which  are  direct  liens  upon  property,  or  upon  corporate 
shares  which  represent  ownership  in  such  property  and 
franchises.  Thus  the  collateral  trust  bonds  issued  by 
the  Chicago,  Rock  Island  &  Pacific  Railroad  Company 
in  1903  are  secured  by  a  mortgage  upon  nearly  $28,000,000 
of  the  common  stock  of  the  St.  Louis  &  San  fVancisco 
Railroad  Company,  this  stock  being  held  in  triist  in  the 
interests  of  the  bondholders  by  a  certain  trust  company. 
The  collateral  trust  bonds  issued  by  the  Illinois  Central 
Ridlroad  Company  in  1892  are  secured  by  a  mortgage 
upon  the  first  and  second  mortgage  and  income  bonds  of 
the  Louisville,  New  Orleans  &  Texas  Railroad  Company, 
similarly  held  in  trust. 
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An  account  of  the  origin  of  the  collateral  trust  mortgage 
is  of  interest  because  it  fumishea  an  illustration  of  oc»porate 
ingenuity  in  the  matter  of  doing  illegal  things  in  a  legal 
way.  The  construction  of  the  Union  Pacific  Railroad, 
among  others,  was  subsidised  by  the  United  States  Gov- 
ernment, which  took  a  second  Uen  upon  all  that  company^s 
property  to  secure  its  loan.  In  1873,  in  order  to  [»'event 
the  impairment  of  the  government's  Uen,  Congress  passed 
a  law  prohibiting  the  Union  Pacific  from  increasing  \ht 
bonded  debt  of  the  property  subject  to  this  Uen.  Now 
raihoads  are  built  hugely  out  of  the  proceeds  of  bond  sales. 
The  result  of  this  law  was  that  the  Union  Pacific  could 
build  no  branch  lines  or  extensions  under  its  charts. 
If  built  at  all,  these  branches  must  be  built  imder  sq>arate 
charters  and  l^ally  distinct  companies.  But  these  com- 
panies must  be  controUed  by  the  Union  Pacific,  or  they 
might  fall  into  the  hands  of  its  competitors.  Further, 
the  bonds  of  small  subsidiary  companies  could  not  be  sold 
directly  to  the  pubUc  unless  their  interest  and  principid 
were  guaranteed  by  the  parent  company,  and  this  the 
latter  could  not  legaUy  do  because  that  would  be  placing 
at  least  a  contingent  fixed  charge  upon  its  own  earnings. 

This  situation  resulted  in  the  Union  Pacific  6  per  cent, 
collateral  trust  bonds  of  1879.  Legally  distinct  companies 
were  organized  and  chartered  to  build  the  desired  branches. 
The  Union  Pacific  advanced  the  funds  with  which  to  con- 
struct these  lines  out  of  its  current  earnings,  and  received 
in  compensation  the  capital  stock  and  first  mortgage 
7  per  cent,  bonds  of  the  smaUer  companies,  which  thus 
became  subsidiary.  To  reimburse  its  treasury  for  these 
advances,  the  Union  Pacific  mortgaged  these  first  mortgage 
bonds,  and  issued  and  sold  about  $7,000,000  of  collateral 
trust  bonds  against  them.  The  interest  on  this  collateral 
was  more  than  sufficient  to  pay  the  interest  on  the  6  pa* 
cent,  bonds,  so  that,  as  long  as  the  subsidiary  companies 
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did  not  default  in  their  interest  payments,  the  charges 
against  the  revraues  of  the  parent  company  were  not 
increased,  while  at  the  same  time  it  was  getting  the 
benefit  of  a  profitable  interchange  of  traffic  with  those 
companies.  Thus  did  the  Union  Pacific  accomplish  the 
feat  of  constructing,  eventually  without  cost  to  itself, 
branch  lines  which  were  directly  under  its  control,  and  at 
the  same  time  of  living  up  to  the  letter  of  the  national 
statute. 

Three  years  later,  when  the  Union  Pacific  created  a 
second  collateral  triist  issue  for  a  similar  purpose,  suit  was 
Ix'ought  by  a  stockholder  to  prevent  the  issuance  of  the 
bonds,  upon  the  groimd  that  this  really  increased  the 
funded  burden  of  the  Union  Pacific  property,  and,  there- 
fore, was  in  violation  of  the  national  statute.  It  was 
shown,  however,  that  the  pluntiff,  although  a  stockholder 
at  a  time  previous  to  the  date  of  this  bond  issue,  had  sold 
his  stock  and  had  not  again  become  a  shareholder  until 
afta*  the  new  bond  issue  had  been  authorized.  The  court 
decided  that  he  had  no  right  of  action,  so  that  the  real 
point  of  the  case  was  never  judicially  considered. 

The  idea  of  the  collateral  trust  mortgage  was  probably 
suggested  by  the  practice,  long  current  among  stock 
brokers,  business  men  generally,  and  railway  companies  as 
well,  of  borrowing  upon  corporate  securities  as  collat^al. 
Such  debts,  in  the  form  of  ordinary  promissory  notes,  ran 
for  short  periods  of  thirty  or  sixty  days  only.  The  question 
is  naturaUysuggested,  If  such  coUateralis  adequatesecurity 
for  ordinary  commercial  paper,  why  would  it  not  also  be 
adequate  security  for  long-time  loans? 

The  collateral  trust  mortgage  soon  became  popular  and 
was  used  for  a  variety  of  purposes.  The  most  important 
of  these  have  been  to  fund  floating  debts,  acquire  control 
of  connecting  railroad  lines,  and  to  finance  new  construc- 
tion.   Out  of  seventy  coUat^al  trust  issues  about  which 
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inquiry  has  been  made  for  the  present  investigation, 
deven  have  been  made  for  the  first  of  these  purposes, — 
funding  troublesome  floating  debts.  Some  of  these  have 
been  due  to  the  misfortimes  of  the  raikoad  company, 
some  to  new  construction  for  which  fimded  obligations 
had  not  yet  been  created,  some  to  both.  Thus  p>oor 
crops  in  Kansas  and  Nebraska  in  1886  and  1887,  strikes 
and  general  labor  agitation,  caused  the  Atchison,  Topeka 
&  Santa  F^  to  incur  a  floating  debt  of  S5,000,000  in 
1888.  A  strike,  a  flood,  assisted  by  a  general  busness 
depression,  caused  the  Baltimore  &  Ohio  Southweston 
a  floating  debt  of  over  $1,000,000  in  1897.  The  Rich- 
mond &  West  Point  Terminal  Railway  and  Wardiouse 
C!ompany  repeatedly  piled  up  floating  debts  because  of 
the  general  unprogressiveness  and  lack  of  efficiency  in 
the  management  of  the  railwajrs  which  it  contf (died. 
Illustrations  of  floating  debts  due  to  construction  were 
those  of  the  Central  Railroad  and  Banking  Company  of 
Georgia  in  1887,  and  of  the  Missouri  Pacific  prior  to  1895. 
The  former  piled  up  a  6  per  cent,  floating  debt  of  $1,050,000 
in  building  roads  in  South  Carolina,  and  fimded  this  into 
a  5  per  cent,  collateral  trust  mortgage.  The  Missouri 
Pacific  had  been  building  railroads  with  materials  bou^t 
on  account  or  on  commercial  papa*.  All  of  the  floating 
debt  thus  created  had  been  bought  up  by  Jay  Gould, 
Russell  Sage,  and  other  directors,  and  held  by  than  subject 
to  call.  This  debt  resulted  in  the  Gold  Funding  Notes 
of  1895. 

The  manner  in  which  this  method  of  funding  floating 
debts  becomes  available  may  be  illustrated  by  the  case 
of  the  Richmond  &  West  Point  Terminal  Company  in 
1883.  That  company  had  acquired  control  of  a  network 
of  raUways  in  Virginia,  Tennessee,  Georgia,  and  the  Caro- 
linas,  by  purchasing  their  capital  stock  and  bonds.  Al- 
most invariably  these  had  been  obtained  in  exchange  for 
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its  own  capital  stock,  so  that  these  securities  of  subsidiary 
companies  lay  in  the  Terminal  Company's  treasury,  un* 
^cumbered  by  any  mortgage.  When  the  company 
found  itself  burdened  with  a  birge  floating  debt  in  1883, 
it  relieved  itself  by  pledging  a  great  mass  of  these  shares 
and  bonds  as  secm-ity  for  its  6  per  cent,  two-year  collat^al 
trust  notes. 

The  old  Wabash,  St.  Louis  &  Pacific  funded  a  similar 
floating  debt  in  1883.  That  company  had  been  seized 
with  the  mania  for  expansion.  Organized  in  1879,  it 
had  in  three  years'  time  increased  its  mileage  from  1,578 
to  3,618  miles,  its  debt  from  thirty-five  to  seventy  millions, 
and  had  accomplished  this  partly  by  construction  under 
subsidiary  companies,  mostly  by  annexing  all  the  odds 
and  ends  of  railway  lines  lying  loose  in  its  vicinity.  In 
the  same  process  it  had  collected  a  large  and  miscellaneous 
mass  of  railway  securities  in  its  treasury.  Aided  by 
destructive  washouts,  poor  crops,  and  the  poor  condition 
of  the  roads  acquired,  it  had  piled  up  a  floating  debt  of 
over  $5,000,000.  About  $18,000,000  worth  of  these  stocks 
and  bonds  were  bundled  together  under  a  collateral  trust 
mortgage  and  $10,000,000  of  6  per  cent,  notes  issued  against 
them,  part  of  which  was  to  provide  for  this  floating  debt 
and  part  to  pay  off  certain  car  trust  certificates  which 
were  to  mature  during  the  ensuing  nine  years. 

These  bonds  of  the  Wabash  were  to  nm  thirty  years. 
Usually,  however,  the  securities  issued  to  take  up  a  floating 
debt  have  a  period  of  only  three  or  four  years,  and  are 
called  collateral  trust  notes.  The  Richmond  &  West 
Point  Terminal  notes  of  1883  matured  in  1885,  and  were 
converted  into  another  collateral  trust  issue  bearing  7 
per  cent.,  and  maturing  in  1887;  the  Atchison  notes  of 
1888  were  to  nm  only  three  years;  the  Union  Pacific 
Collateral  Trust  Notes  of  1891,  three  years;  those  of  the 
Northern  Pacific  of  1893,  five  years. 
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The  reason  for  the  temporary  nature  of  these  issues  is 
apparent.  They  are  created  when  the  railway  company 
is  in  financial  distress,  when  its  credit  is  poorest.  Con- 
sequently, these  notes  must  either  bear  high  interest  rates 
or  sell  at  a  large  discount,  or  both.  The  first  cdlateral 
trust  loan  of  the  Richmond  &  West  Point  Ta*minal  in 
1883  b<H*e  6  per  cent.,  and  was  n^otiated  at  90,  representing 
a  cost  of  11  per  cent,  per  anniun.  Its  successor  in  1885 
bwe  7  per  cent.  The  Atchison  notes  of  1888  bore  6  per 
cent.,  and  netted  the  company  97J.  The  Union  Pacific 
notes  of  1891  bore  6  per  cent.,  and  were  taken  at  92f, 
representing  a  cost  of  8  per  cent,  per  annum.  The  railway 
company  feels  that  by  tiding  over  the  tempm'arily  unfavor- 
able condition  of  its  finances  it  can  place  its  long-time 
securities  at  lower  interest  rates.  Hence  these  short-time 
notes. 

So  much  for  the  floating  debt  as  leading  to  this  form  of 
security.  A  more  important  purpose  of  the  collateral 
trust  mortgage  is  to  oearve  as  a  means  of  acquiring  control 
of  connecting  lines.  There  are  three  ways  in  which  this 
may  be  accomplished,  namely:  (1)  one  railroad  company 
may  purchase  a  controlling  interest  in  the  securities  of  a 
second  company,  paying  for  them  in  cash,  and  reimburse 
itself  by  mortgaging  the  securities  thus  purchased  and 
selling  collateral  trust  bonds  against  them;  (2)  the  pur- 
chasing company  may  exchange  its  collateral  trust  bonds 
directly  for  the  desired  securities  of  the  second  company, 
and  deposit  these  securities  obtained  in  the  exchange 
under  the  collateral  trust  mortgage;  (3)  the  trustee  of  the 
mortgage  may  sell  the  collateral  trust  bonds  on  the  market, 
and  with  the  proceeds  purchase  the  desired  securities  of 
the  connecting  lines,  and  deposit  them  under  the  mortgage. 

The  first  method,  the  cash  purchase,  will  usually  be 
followed  when  th^e  is  reason  for  a  quick  purchase  of  the 
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desired  securities.  Thus,  during  the  panic  of  1893,  the 
preferred  and  common  stock,  the  second  mortgage  and 
equipment  trust  bonds  of  the  Chesapeake,  Ohio  &  South* 
western  took  a  sudden  and  large  drop.  The  Illinois 
Central  snatched  them  up  at  their  low  prices,  at  the  same 
time  buying  that  company's  floating  debt  and  overdue 
intereiit  coupons,  and  thus  obtaining  control.  This  move 
gave  the  Illinois  Central  an  outlet  from  Memphis  toward 
the  North-west  for  the  traffic  coming  up  over  its  Yazoo 
&  Mississippi  Valley  Division,  and  also  connected  that 
division  of  its  system  with  the  main  line  at  Fulton,  Ken- 
tucky. The  Illinois  Central  reimbursed  itself  for  these  cash 
q)propriations  by  selling  an  issue  of  collateral  trust  bonds 
secured  by  a  mortgage  upon  the  Chesapeake,  Ohio  & 
Southwestern  securities. 

Again,  m  1892,  the  Illinois  Central  purchased  $35,236,000 
of  the  mortgage  and  income  bonds  of  the  Louisville,  New 
Orleans  &  Texas  Railroad,  which  paralleled  its  Yasoo 
&  Mississippi  Valley  Division.  By  the  terms  of  the 
agreement  it  was  required  to  pay  $5,000,000  of  the  pur- 
chase price  in  cash.  To  pay  the  remainder  of  the  purchase 
price  of  $25,000,000  and  to  reimburse  itself  for  this  cash 
payment,  the  Illinois  Central  mortgaged  the  securities 
purchased,  and  issued  $25,000,000  of  collateral  trust  bonds 
against  them. 

In  other  cases  the  companies  owning  the  desired  con- 
necting lines  may  have  only  a  small  amount  of  securities 
outstanding,  so  that  these  may  be  purchased  for  cash 
without  inconveniently  draining  the  purchasing  company^s 
treasury.  The  Reading  Company  in  1899  purchased 
most  of  the  $1,500,000  capital  stock  of  the  Wilmington 
&  North^n  at  from  $40  to  $50  per  share  ($50  par  value), 
and  reimbursed  itself  in  the  following  year  by  an  issue  of 
$1,300,000  of  4  per  cent,  collateral  trust  bonds. 

A  more  common  practice  in  acquiring  control  of  con* 
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necting  lines  is  to  exchange  the  collat^al  trust  bonds 
directly  for  the  stocks  and  bonds  which  are  desired,  and 
which  become  the  security  of  the  collateral  trust  bonds. 
This  exchange  is  made  at  a  fixed  ratio  stated  in  tarms  of 
the  par  value  of  the  two  sets  of  securities,  usually  offmug 
the  holders  of  the  desired  securities  a  little  more  than  the 
market  price  of  their  holdings  at  the  time.    Thus,  in  1902, 
the  Chicago,  Rock  Island  &  Pacific  Railroad  Ccmipany, 
wishing  to  acquire  the  capital  stock  of  the  Chicago,  Rock 
Island  &  Pacific  Railway  Company,  offered  the  holders  (rf 
that  stock  its  collateral  trust  4  per  cent,  bonds,  together 
with  the  common  and  preferred  stock  of  the  Rock  Island 
Company  of  New  Jersey,  in  the  ratio  of  SlOO  in  bonds, 
$70  in  preferred  stock,  and  SlOO  in  common  stock  for  each 
$100  of  capital  stock  of  the  Railway  Company.    The 
Railway  Company's  stock,  which  had  been  pajdng  5  per 
cent,  dividends,  had  risen  in  market  price  from  135  in 
July,  1901,  to  170  in  June,  1902,  and  thence  to  200  later 
in  the  year.    The  securities  for  which  these  stocks  were 
exchanged  guaranteed  their  holders  4  per  cent,  on  the 
par  value  of  their  investment  in  the  form  of  interest  on 
the  collateral  trust  bonds,  an  additional  2.8  per  cent,  if 
earned  as  dividends  on  the  preferred  stock,  in  all  a  possi- 
bility of  6.8  per  cent.,  and  gave  them  a  bonus  of  common 
stock.  Rock  Island  Company's  prefixed  stock  comm^iced 
paying  4  pa*  cent,  dividends  in  1903;  but  its  ability  to 
continue  this  is  contingent  upon  the  old  Railway  Com- 
pany's ability  to  continue  paying  more  than  7  per  cent, 
dividends  on  its  stock,  which,  in  view  of  the  present  in- 
f^ior  condition  of  its  property,  is  improbable.^ 

Again,  in  1902,  to  acquire  the  stock  of  the  Choctaw, 
Oklahoma  &  Gulf  Railroad,  the  Chicago,  Rock  Island  & 
Pacific  Railway  Company  offered  the  holders  of  that  stock 

^  Since  Um  abore  wu  wrHtan,  the  Roek  Iriand.Oompanjr  hu  hteu  eompdUid  to 
ItdiiM  the  diTidtod  on  ita  prafonod  ftoek. 
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its  4  per  cent,  collateral  trust  bonds  at  the  rate  of  ISO  in 
bonds  for  each  50-dollar  share  of  Choctaw  common,  and 
S60  in  bonds  for  each  50-dollar  share  of  Choctaw  preferred. 
The  preferred  stock  had  been  paying  5  per  cent,  dividends 
since  1898,  and  the  common  from  2  to  4  per  cent.  This 
was  not  in  itself  an  attractive  offer  to  the  preferred  share- 
holders; but  they  had  either  to  accept  this  offer  or  furnish 
large  amounts  of  funds  for  betterments  and  extensions, 
besides  withstanding  the  competition  of  a  parallel  line 
which  the  Rock  Island  threatened  to  build  if  they  refused 
this  offer.    They  accepted. 

The  third  method  of  purchasing  the  securities  of  another 
railway  company  is  illustrated  in  the  Richmond  &  West 
Point  Terminal  mortgage  of  1887.  The  "Terminal  Com- 
pany," which  had  hitherto  been  subsidiary  to  the  Rich- 
mond &  Danville,  wished  to  acquire  the  S6,000,000  of 
First  Preferred  Stock  of  the  East  Tennessee,  Virginia  k 
GeOTgia  and  a  controlling  interest  in  the  Richmond  k 
Danville  stock,  and  thus  to  become  the  parent  company. 
For  this  purpose  $4,400,000  in  cash  was  required,  in  ad- 
dition to  40,000  shares  of  the  "Terminal"  Company's 
stock.  To  obtain  this  cash  and  fund  a  floating  debt,  a 
mortgage  for  $8,500,000  was  placed  upon  a  list  of  stock 
and  bonds,  including  the  "East  Tennessee"  and  the 
Richmond  k  Danville  stock  about  to  be  purchased,  the 
list  amounting  to  $21,416,000.  The  collateral  trust 
bonds  thus  secured  were  delivered  to  a  syndicate  in 
exchange  for  the  necessary  cash  funds,  the  S3mdicate  re- 
imbursing itself  from  the  sale  of  the  bonds.  In  other 
cases  the  trustees  of  the  mortgage  sell  the  bonds,  and  from 
the  cash  proceeds  purchase  the  desired  railway  sectuities, 
and  hold  them  subject  to  the  mortgage. 

So  much  for  the  methods  of  pm-chasing  the  securities 
of  connecting  railroads.  Twenty-nine  out  of  about  seventy 
collateral  trust  issues  were  created  wholly  or  in  part  for 
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this  purpose.  Other  methods  of  acquiring  control  of 
connecting  lines  are  through  the  lease  of  their  roads,  con- 
solidation, and  common  personal  ownership  of  the  stock 
of  the  two  companies.  The  lease  is  the  most  ccnnmon. 
But,  if  a  fixed  rental  is  paid  for  the  leased  line,  this  beccmies 
burdensome  to  the  lessee  if  the  acquired  line  should  iH*ove 
unprofitable  or  during  times  of  dei»ression.  If  the  rental 
be  a  fixed  percentage  of  the  gross  or  net  earnings,  thus 
fluctuating  with  the  prosperity  of  the  leased  line,  this  in 
practice  has  been  found  to  discourage  improvements  by 
the  lessee  upon  the  leased  property,  because  the  lessee 
will  not  get  the  whole  benefit  of  such  improvements. 
As  a  result,  many  companies  are  supplementing  thar 
leases  by  purchasing  the  stock  of  the  leased  lines,  or  are 
purchasing  this  stock  and  cancelling  or  refusing  to  renew 
their  leases.  The  Illinois  Central  adopted  the  latter 
course  in  dealing  with  its  Iowa  lines  in  1887.  The  Mobile 
&  Ohio,  in  1900,  supplemented  its  lease  of  the  St.  Louis  & 
Cairo  Railroad  by  purchasing  that  company's  stock  imd^ 
a  collateral  trust  mortgage.  Very  frequently  a  railway 
company,  after  obtaining  a  controlling  interest  in  the  stock 
of  a  connecting  line,  will  also  lease  its  road.  This  enables 
the  parent  company  to  operate  the  leased  road  as  an  in- 
t^ral  part  of  its  system. 

In  ''consolidation,''  as  the  term  is  h^e  used,  one  com- 
pany loses  its  identity,  its  property  being  sold  to  the  other 
company  in  consideration  of  the  assmnption  of  its  ddits 
by  that  company,  or  distributed  to  its  stockholders, 
which  consist  of  the  parent  company.  The  method  of 
consolidation  is  rarely  followed  in  practice.  It  has  the 
advantage  of  simplifying  accounts  by  avoiding  the  necessity 
of  keeping  a  distinct  set  of  accounts  for  each  part  of  the 
system.  But  a  connecting  line  may  become  a  burden 
instead  of  a  blessing  to  the  system,  and  under  consolidation 
there  is  no  way  in  which  to  remove  such  a  burden  except 
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insolvency  and  reorganization.  Whereas,  if  control  is 
exercised  through  stock  ownership,  the  burdensome  line 
may  be  dropped  off  by  redeeming  the  collateral  trust  mort- 
gage and  selling  the  und^lying  securities.^  Further,  consol- 
idation may  lead  to  l^al  complications.  There  is  alwajrs 
that  danger  that  the  courts  will  declare  the  consolidation 
illegal;  and,  mnce  a  case  testing  its  l^ality  may  not  come 
up  at  once,  but  several  years  later,  when  everjrthing  has 
been  adjusted  to  the  new  order,  it  is  considered  advisable 
not  to  resort  to  this  method  of  control.  Finally,  in  case  a 
consolidation  were  not  declared  ill^al,  there  is  still  grave 
doubt  as  to  the  charter  rights  of  the  consolidated  company. 
Thus  the  present  Chicago,  Rock  Island  &  Pacific  Railway 
Company  was  a  consolidation  of  the  former  Chicago, 
Rock  Idand  &  Pacific  Railroad  Company,  an  Illinois 
company,  and  the  Mississippi  &  Missouri  River  Rail- 
road Company,  an  Iowa  corporation.  The  laws  of  Illinois 
forbid  a  railroad  company  from  purchasing  and  owning 
the  stock  of  another  corporation,  tiie  laws  of  Iowa  permit 
it.  What  rights  are  possessed  by  the  present  ''Rock 
Island '^  Railway  Company,  which  is  a  corporation  under 
both  sets  of  laws?  Does  it  possess  the  most  Uberal  privi- 
l^es  conferred  by  each  charter  or  the  least  liberal?  As  a 
matter  of  practical  policy,  the  solicitors  of  the  company 
will  claim  all  the  privil^es  they  ever  enjoyed  under  either 
charter;  but  there  are  abundant  opportunities  for  l^al 
complications. 

Control  through  common  personal  own^ship  in  the 
stock  of  two  or  more  railway  companies  was,  until  recratly , 
illustrated  in  the  method  by  which  the  Vanderbilt  system 
was  hdd  together.  The  parts  of  this  system,  including 
the  New  York  Central,  the  Lake  Shore  &  Michigan  South- 
em,  and  the  Michigan  Central,  were  operated  in  harmony 

>  This  it  not  true,  howvrer,  if  the  interest  on  the  rabeidimry  oompaay't  bonde  or 
diridendB  on  ite  etoek  be  giuumnteed  by  the  parent  eompany. 
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because  the  Vanderbilt  family  held  a  controlling  interest 
in  the  share  capital  of  each  company.  This  has  its  dis- 
advantage in  that  the  death  of  a  single  individual  may 
cause  the  break-up  of  the  whole  railway  system.  In  1888 
and  1900  the  New  York  Central  purchased  the  Vandertnlt 
holdings  in  the  stock  of  the  other  two  companies,  and  as 
much  of  the  remaining  stock  as  was  offered,  paying  for 
them  in  3i  per  cent,  collateral  trust  bonds  secured  by  the 
stock  purchased. 

This  case  illustrates  a  third  purpose  for  which  coUat^^ 
trust  bonds  may  be  issued;  namely,  to  more  firmly  cement 
the  parts  of  a  railway  system  together.  In  this  case  com- 
mon pa^sonal  ownership  was  converted  into  corporate 
ownership.  In  other  cases  separate  holding  companies 
may  be  organised  to  acquire  and  hold  the  securities  of 
connecting  lines.  The  old  Richmond  &  West  Point 
Terminal  C!ompany,  which  was  organised  in  the  int^^sts 
of  the  Richmond  &  Danville,  was  an  instance  of  this  kind. 
Or,  as  in  the  case  of  the  Erie  Railway's  purchase  of  the 
New  York,  Susquehanna  &  Western  and  several  other 
companies  in  1901,  the  collateral  trust  mortgage  may  be 
the  means  of  converting  close  but  informal  working 
agreements  with  connecting  lines  into  actual  control. 

We  come  now  to  the  most  important  purpose  for  which 
bonds  in  general  have  been  issued,  and  the  purpose  second 
in  importance  for  which  collateral  trust  bonds  have  been 
issued.  That  purpose  is  the  financing  of  new  construction. 
The  general  practice  in  building  extensions  and  branch 
lines  nowadays  is  to  construct  these  under  separate  char- 
ters. But,  instead  of  selling  the  securities  of  the  new 
railway  company  upon  the  market,  these  securities  are 
issued  to  the  parent  company,  and  the  latter  places  upon 
the  market  its  own  collateral  trust  bonds  secured  by  a 
mortgage  upon  these  stocks  and  bonds  of  the  subsidiary 
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company.  This  course  secures  the  necessary  construction 
funds  as  readily  and  insures  to  the  parent  company  the 
control  of  the  new  lines. 

In  practice  this  method  works  itself  out  in  two  variations. 
The  parent  company  either  advances  the  necessary  con- 
struction funds  out  of  its  own  treasury  in  exchange  for 
the  securities  of  the  subsidiary  company,  and  later  reim- 
burses itself  by  the  sale  of  collateral  trust  bonds,  or,  in 
advance  of  construction,  it  gives  its  collateral  trust  bonds 
to  the  subsidiary  company  in  exchange  for  the  latter's 
stock  and  bonds;  and  the  subsidiary  company  then  obtains 
the  needed  construction  funds  by  selling  the  collateral 
trust  bonds  thus  received. 

The  collateral  trust  mortgage  issued  by  the  Union  Pacific 
in  1879,  already  referred  to  as  probably  the  earliest  issue 
of  the  kind,  was  an  instance  of  the  first  variation.  The 
$14,376,000  of  Trust  Five  Per  Cent.  Bonds  of  the  Missouri 
Pacific  Railway  in  1887  was  another  instance,  and  were 
secured  by  the  first  mortgage  bonds  of  seven  subsidiary 
companies.  A  similar  collateral  trust  mortgage  of  1890 
was  secured  by  the  bonds  of  nineteen  subsidiary  companies 
which  were  built  in  this  way.  The  Illinois  Central  and  the 
Louisville  &  Nashville  are  also  among  railroad  companies 
which  have  financed  new  construction  in  this  way. 

This  variation  has  the  disadvantage  of  entailing  a  con- 
siderable drain  upon  the  earnings  and  working  capital  of 
the  parent  company,  perhaps  impairing  its  working  effi- 
ciency, and  especially  diverting  funds  which  might  have 
been  paid  out  in  dividends  to  other  purposes.  And  in 
practice  it  seems  to  be  less  favored  than  the  second  varia- 
tion, namely,  the  exchange  of  securities  with  the  subsidiary 
companies  and  the  sale  of  the  collateral  trust  bonds  in 
advance  of  the  construction  work. 

The  latter  has  been  a  favorite  method  with  the  St.  Louis 
&  San  Francisco,  that  company  having  put  out  four  issues 
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of  collateral  trust  bonds  in  this  way.  Other  railway 
companies  which  have  followed  this  method  are  the  Bur- 
Ungton  (1881),  the  Rock  Island  (1884),  nUnois  C&iinl 
(1886),  the  Atchison,  and  the  Union  Pacific.  This  method 
was  also  followed  by  the  Pennsylvania  Company  in  putting 
out  its  Guaranteed  Trust  Certificates  in  1897  and  following 
years.  By  following  this  method  the  drain  on  the  par^it 
company's  treasury  is  reduced  to  a  minimum;  namdy,  Uie 
interest  upon  the  bonds  issued. 

The  reasons  for  financing  new  construction  by  means  of 
collateral  trust  issues  are  various.  To  construct  new  lines 
under  the  parent  company's  charter  would  often  mean 
that  they  would  automatically  become  subject  to  dd 
mortgages.  This  means  that  new  bonds  issued  would  have 
a  junior  lien,  and,  as  the  Commercial  and  Financial  Ckron^ 
ide  puts  it,  an  investor  prefers  a  first  lien  upon  a  specific 
piece  of  property  to  a  tenth  or  twelfth  mortgage  upon  a 
whole  system.  If  subsidiary  companies  are  organised, 
these  must  be  controlled  either  through  the  lease  of  their 
lines  or  through  stock  ownership.  The  first  mortgage 
bonds  of  the  subsidiary  companies  might  be  offered  di- 
rectly to  the  public;  but  the  investor  pr^ers  a  bond  which, 
in  addition  to  being  a  first  lien  upon  a  specific  piece  of 
property,  is  a  direct  obligation  of  the  parent  company. 
The  collateral  trust  bond  has  both  of  these  desirable 
qualities,  and  gains  additional  strength  from  the  fact  that 
frequently  the  same  bond  is  thus  indirectly  a  first  lien, 
not  upon  one  branch  road  only,  but  upon  several,  thus 
widening  the  security.  As  in  insiu-ance,  there  is  safety 
in  numbers. 

Again,  as  already  intimated,  the  control  of  connecting 
lines  through  stock  ownership  is  a  possible  advantage  in 
that  it  may  enable  the  latter  to  rid  itself  of  such  lines  if 
they  prove  unprofitable.  Sometimes  a  subsidiary  com- 
pany can  obtain  valuable  charter  privil^es.    The  Rock 
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Ldand  built  the  road  of  the  Wisconsm,  Mmnesota  &  Pacific 
under  an  old  charter  which  exempted  its  stockholders 
from  the  liabilities  imposed  by  the  States  through  which 
its  lines  passed. 

But  the  most  important  reason  for  constructing  ad- 
ditional mileage  in  this  manner  consists  of  the  limitations 
of  the  parent  company's  charter  privil^es.  In  the  first 
place,  a  railway  company's  charter  will  pretty  definitely 
fix  the  location  and  length  of  the  road  which  may  be  con- 
structed by  it.  Thus  the  Illinois  Central's  charter  em- 
powered it  to  construct  a  railroad  from  Cairo,  Illinois, 
through  the  central  part  of  the  State,  to  the  north-west 
angle  via  Gralena,  and  a  branch  from  Centralia  to  Chicago. 
If  that  company  wished  to  construct  other  mileage  within 
the  State,  it  might  be  enabled  to  do  this  through  an 
amendment  to  its  charter;  but  in  these  da3rs  of  hostility 
toward  corporations  it  might  have  to  surrender  some  other 
valuable  charter  privilege  in  exchange  for  the  desu^ed 
amendment.  Further,  the  powers  granted  to  a  railway 
company  in  its  charter  hold  only  within  the  boundaries 
of  its  birth  State;  and,  if  it  wishes  to  push  its  lines  into 
other  States,  as  all  great  railway  S3rstems  do,  these  lines 
must  be  built  under  separate  charters  obtained  under  the 
laws  of  the  States  in  which  they  lie.  Hence  a  great  railway 
system  must  consist  of  the  lines  of  a  number  of  smaller  or 
of  larger  companies  all  of  which  are  controlled  in  some 
way  by  one  great  "parent"  company.  As  shown  before, 
where  these  subsidiary  companies  sell  bonds, — and  they 
usually  do, — these  bonds  will  command  better  prices  if 
they  are  represented  in  the  market  by  the  parent  com- 
pany's collateral  trust  bonds. 

The  foregoing  three  purposes — ^namely,  funding  floating 
debts,  purchasing  control  over  connecting  lines,  and 
financing  new  construction — ^are  the  principal  purposes 
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for  which  cdlateral  trust  mortgages  have  be^  created* 
Of  these,  the  last  two,  which  together  rqiresent  the  bufldiog 
and  devdopment  of  railway  systans,  are  par  exceUenoe  the 
purposes  of  the  collateral  trust  mcMrtgage.  Fifty  out  <£ 
about  seventy  such  mortgages  have  be^  created,  wholly 
CH*  in  part,  for  one  of  these  two  purposes.  The  fundipg  of 
floating  debts  comes  next  with  eleven  such  issues  to  its 
credit.  A  few  of  the  m(H*e  important  mincnr  purposes  are 
illustrated  in  the  following  paragraphs. 

One  such  purpose  of  the  collateral  trust  mortgage  is  to 
market  the  ccHnpanies'  securities  on  mcnre  favorable  terms 
than  could  be  obtained  otherwise,  either  by  postponing 
the  sale  of  long-term  bonds  until  market  conditions  become 
more  favorable  or  by  combining  a  numbtf  of  different 
bond  issues  and  straigthening  their  security,  to  give 
strength  to  the  combination.  In  the  first  case  the  new 
issue  usually  takes  the  f<»in  of  collateral  trust  notes  wfaidi 
bear  a  higher  rate  of  interest  than  the  underlying  securities 
and  are  exceeded  by  them  in  par  value.  Thus  the  Balti- 
more &  Ohio  Southwestern  had  sustained  during  1896-97 
a  series  of  disasters  which  impaired  its  earnings,  so  that  its 
First  Consolidated  4^  p^  cent,  bonds  had  declined  from 
79  to  60.  Being  in  need  of  funds  with  which  to  r^>air 
the  damages  to  its  track,  that  company  dq)osited  a  number 
of  these  4^  per  cent,  bonds  as  security  for  $675,000  of  notes 
which  were  turned  over  to  a  syndicate  in  exchange  for  the 
needed  funds. 

On  the  border  between  this  and  the  next  case  are  the 
several  collateral  trust  issues  put  out  by  the  Seaboard  Air- 
Line  Railway  Ccnnpany  between  1900  and  1903.  The 
Seaboard  Air-Line  Railway  Company  had  authoriied  in 
1900  a  $75,000,000  issue  of  4  per  cent,  bonds  which  were 
a  first  lien  on  350  miles  of  railway,  and  a  direct  mortgage 
on  1,010  miles  of  other  road,  subject  to  outstanding  prior 
lien  bonds  amounting  to  $12,748,000,  and  was  a  consoli- 
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dated  lien  on  the  remaining  mileage  of  the  Seaboard  system. 
The  security  was  not  strong  enough  to  sell  the  bonds. 
Consequentlyi  as  funds  were  needed,  three  successive 
collateral  trust  issues  were  substituted.  In  each  of  these 
there  was  dq)oated  an  amount  of  the  unsalable  ''First 
Fours/'  just  double  the  amount  of  the  collateral  trust 
notes  or  bonds  authorized.  Two  of  these  collateral  trust 
issues  bore  5  p^  cent,  and  one  6  p^  cent,  as  compared 
with  the  rate  of  4  per  cent,  on  the  underlying  bonds.  The 
collateral  trust  bonds  sold  at  from  100  to  105  as  compared 
with  a  price  of  82  to  90  on  the  underlying  bonds.  The 
Chicago  &  Alton  Railway  Company  did  a  similar  thing  in 
1902,  issuing  S5,000,000  of  4  p^  cent,  notes  against  S7,000,- 
000  of  3  per  cent.  Refunding  Bonds  of  the  Chicago  &  Alton 
Railroad  Company. 

In  1898  the  LouisviUe  &  Nashville's  Unified  Four  Per 
Cent.  Bonds  were  selling  at  from  80  to  90.  T^shing  to 
pay  off  over  S7,000,000  of  First  Consolidated  Mortgage 
Bcoids  which  matured  that  year,  the  Louisville  &  Nashville 
placed  a  twenty-year  mortgage  upon  $14,000,000  of  these 
Unified  Fours  and  $4,000,000  of  Paducah  and  Memphis 
Division  bonds,  and  issued  4  p^  cent,  collateral  trust 
bonds  against  them.  These  bonds  sold  around  par.  The 
Louisville  &  Nashville  collateral  trust  bonds  of  1882  were 
issued  for  a  similar  purpose.  In  this  case  $10,000,000  of 
6  per  cent,  bonds  were  issued  against  $28,163,000  par 
value  of  a  varied  list  of  bonds,  and  sold  at  90. 

Still  another  purpose  of  collateral  trust  bond  issues  is 
the  reduction  of  fbced  charges.  This  may  be  done  by 
converting  flexible  rentals  into  fixed  interest  rates.  Thus, 
in  1900,  the  Mobile  &  Ohio  purchased  the  stock  of  the  St. 
Louis  &  Cairo,  whose  line  it  had  leased  at  a  rental  amount^ 
ing  to  25  per  cent,  of  ^{^  of  its  gross  earnings,  thus 
substituting  a  fixed  interest  charge  for  this  flexible  rental. 
Or  bonds  with  a  low  rate  of  interest  may  be  substituted 
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for  preferred  stocks  with  fixed  dividend  rates.  Th\m  the 
3J  per  cent.  Guaranteed  Trust  Certificates  of  the  Penn- 
sylvania Company  take  the  place  of  the  7  per  cent,  special 
stock  of  the  Pittsburgh,  Ft.  Wajrne  &  Chicago,  ^^lich 
dividend  is  guaranteed  by  the  Pennsylvania  Railroad. 

Three  other  purposes  of  collateral  trust  issues  need  only 
be  mentioned.  These  are:  (1)  to  refund  previous  issues 
of  bonds;  (2)  to  convert  a  previous  bond  issue  for  the 
purpose  of  increasing  its  authorized  amount;  and  (3)  to 
consolidate  and  unify  the  mortgages  of  railroad  companies 
which  enter  into  consolidation.  The  usual  method  of 
accomplishing  each  of  these  purposes  is  by  means  of  a 
consolidated  or  general  mortgage.  The  use  of  the  collateral 
trust  mortgage  in  this  way  is  very  exceptional. 

So  much  for  purposes  of  collateral  trust  mortgages.  We 
may  now  consider  such  important  features  as  the  provisions 
in  these  mortgages  for  future  needs  of  the  railroad  ccmi- 
pany,  their  interest  rates,  their  security,  and  thdr  value  as 
investments. 

The  first  of  these  may  be  passed  over  with  the  obeor- 
vation  that  collateral  trust  mortgages  do  not  usually  pro- 
vide for  the  future  needs  of  the  railroad  company  issuing 
them,  as  is  now  done  in  all  large  mortgages  which  rest 
directly  upon  physical  property,  and  need  not  do  so.  In 
exceptional  instances  this  is  done.  The  Southern  Pacific 
Company's  collateral  trust  mortgage  of  1899  provided 
$28,818,500  for  the  immediate  purchase  of  the  conunon 
and  preferred  stock  of  the  newly  reorganized  Central  Pacific 
Railroad,  and  $8,000,000  for  the  purchase  of  preferred 
stock  subsequently  to  be  issued.  Five  million  of  this 
additional  Central  Pacific  preferred  was  issuable  at  the 
rate  of  only  $200,000  annually  for  improvements.  Thus 
this  collateral  trust  mortgage  provided  for  captain  better- 
ment needs  of  the  subsidiary  Central  Pacific  Railroad  for 


Digitized  by 


Google 


TRUST  tfOBTOAOE  IN  RAILWAY  FINANCE       461 

a  pmod  of  twenty-five  years  to  come.  But  this  is  excep- 
tional;  and  its  purpose  was  to  insure  to  the  Southern 
Pacific  Company  the  control  of  all  the  Central  Pacific  stock, 
the  issuance  of  which  was  provided  for  in  the  latter's  plan 
of  reorganization. 

Provisions  for  the  remote  future  are  not  necessary  in 
collateral  trust  mortgages  to  the  same  extent  as  in  con- 
solidated and  other  direct  mortgages.  Only  one  con- 
solidated or  general  mortgage  can  be  placed  upon  a  railway 
system;  for,  since  it  rest  upon  the  whole  or  the  greater 
part  of  the  property  of  the  system,  any  subsequent  mort- 
gage must  have  an  inferior  lien.  Hence  such  mortgages 
must  contain  provision,  not  only  for  the  immediate,  but 
also  for  the  more  remote  future.  Collateral  trust  mort* 
gages  represent  railway  lines  which  have  been  constructed 
under  separate  charters.  Whenever  more  such  lines  are 
needed,  a  new  collateral  trust  mortgage  may  be  created. 
The  number  of  such  mortgages  is  limited  only  by  the  needs 
and  utility  of  additional  branch  lines  and  connections. 

In  discussing  interest  features  of  these  mortgages,  we 
may  make  two  comparisons:  (1)  we  may  compare  the 
interest  rates  of  the  collateral  trust  bonds  with  those  of 
the  underlying  securities;  (2)  we  may  compare  the  interest 
rates  of  the  collateral  trust  bonds  with  those  of  other  bonds 
of  the  same  company  put  out  at  about  the  same  time. 

First,  the  interest  rates  of  collateral  trust  bonds  com- 
pared with  those  of  the  underlying  securities.  Collateral 
trust  notes  and  bonds  which  are  issued  to  tide  over  tem- 
porarily imfavorable  market  conditions  for  the  underlying, 
securities  usually  bear  a  higher  interest  rate  than  does 
the  collateral  and  have  a  much  smaller  par  value.  Thus 
the  three  Seaboard  Air-Line  Railway  collateral  trust  issues 
of  1901,  1902,  and  1903,  referred  to  above,  bore  5  and  6 
per  cent,  as  compared  with  4  per  cent,  on  the  Seaboard 
"First  Fours,"  which  were  their  security;  and  their  total 
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par  value  was  half  that  of  the  First  Fours  deposited  under 
them. 

The  mterest  rates  on  collateral  trust  bonds  issued  for 
other  purposes  sometimes  equal  the  rate  on  the  underlying 
collateral,  but  are  usually  less.    The  S25,000,000  of  Unioii 
Pacific  6  per  cent,  notes  of  1891  were  secured  by  a  d^x»t 
of  over  $39,800,000  par  value  of  5,  6,  and  7  per  cent,  first 
mortgage  bonds,  and  over  $58,500,000  of  railway  stocks 
and  miscellaneous  securities.    These  notes  were  issued 
during  financial  distress.    UsuaUy  the  excess  of  interest 
on  the  underlying  collateral  will  be  used  as  a  sinking  fund. 
The  Chicago,  Rock  Island  &  Pacific  Railway  collateral 
trust  5's  of  1884  and  following  years  were  secured  by  an 
equal  amount  of  6  per  cent,  bonds  of  subsidiary  com- 
panies constructed  under  this  mortgage.    Five-sixths  of 
the  interest  on  the  underlying  securities  paid  the  interest 
on  the  collateral  trust  bonds,  the  remaining  one-sixth 
was  to  be  invested  in  the  collateral  trust  bonds  themselves. 

This  di£ference  between  the  interest  rates  on  bonds  and 
their  collateral  cannot  be  considered  a  saving  to  t&e  com- 
pany in  such  cases,  because  it  was  never  contemplated 
that  the  underlying  securities  should  be  sold.  The  int^est 
rates  on  this  collateral  were  purposely  made  highar  to 
create  a  sinking  fund.  In  certain  cases,  however,  collateral 
trust  bonds  have  been  created  for  the  express  purpose  of 
saving  in  interest  charges,  by  converting  bonds  with  higher 
rates,  or  by  converting  the  rentals  on  leased  lines  into 
low  interest  pajrments. 

The  second  and  more  important  consideration  is,  How 
do  the  interest  rates  on  these  collateral  trust  issues  com- 
pare with  the  interest  rates  of  other  bond  issues  of  the 
same  company  put  out  at  about  the  same  time?  The 
nominal  interest  rates  on  collateral  trust  bonds  have  been 
about  the  same  as  those  of  other  bond  issues.  They  were 
6  and  7  per  cent,  about  1880, 5  per  cent,  in  the  later  'SO's, 
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and  are  tending  downward  toward  3}  per  c^t.    But  of 
two  bond  issues  put  forth  by  the  same  company  at  about 
the  same  time,  one  being  collateral  trusti  the  other  having 
a  direct  first  lien  upon  railway  prop^ty,  the  direct  lien 
will  usually  command  the  higher  price.    Thus  the  3^  per 
cent,  collateral  trust  bonds  of  the  New  York  Central, 
issued  in  1898,  were  worth  from  93  to  99  in  1900,  and  those 
issued  in  1900  were  worth  from  94  to  98,  while  the  3^  per 
cent.  Refunding  Mortgage  Bonds  of  1897  were  worth  from 
108  to  111.    The  Erie  4  per  cent,  collateral  trust  bonds  of 
1901  sold  at  from  92^  to  96^,  while  at  the  same  time  the 
4  per  cent.  Prior  Lien  Bonds  of  1895  were  selling  at  from 
9^  to  101.    The  Chicago,  Rock  Island  &  Pacific  Railway 
4  per  cent,  collateral  trust  bonds  of  1902  sold  at  98  for  those 
maturing  in  1904,  and  at  from  82  to  95  for  those  maturing 
in  1918/  while  at  the  same  time  the  4  per  cent.  General 
Mortgage  100-year  Bonds  of  1898  sold  at  from  99  to  108. 
An  explanation  of  this  imfavorable  view  of  the  collateral 
trust  bond  is  found  in  its  security  as  compared  with  the 
security  of  direct  mortgages  upon  property.    The  test 
whereby  to  judge  this  is  the  comparative  treatment  re- 
ceived by  collateral  trust  and  other  issues  in  times  of 
corporate  insolvency  and  reorganization.    But  this  gives 
varjring  testimony.    The  Philadelphia  &  Reading  collateral 
trust  bonds  of  1892  were  undisturbed  in  the  subsequent 
reorganization,  and  were  eventually  converted  into  the 
new  ''General  Mortgage  Fours."    In  this  case  the  income 
from  the  underlying  collateral  was  more  than  sufficient 
to  pay  the  5  per  cent,  interest  on  the  bonds.    In  the  vol- 
untary reorganization  of  the  Atchison  in  1889,  the  collateral 
trust  issues  of  1880, 1881,  and  1887,  each,  with  one  excep- 
tion, recdved  100  per  cent,  in  new  4  per  cent,  consolidated 
mortgage  bonds,  besides  bonuses  of  from  20  to  56  per  cent, 
in  new  5  per  cent,  income  bonds.    The  one  exception,  a 
4i  per  cent,  issue,  received  85  per  cent,  in  new  4  per  cent. 
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mortgage  bonds,  and  22  per  cent,  in  new  iDcooMB. 
Several  of  the  old  7  per  cent  first  mortgages  received 
only  100  per  cent,  in  tl^  new  Cmsofe  and  80  per  cent,  in 
new  incomes,  while  the5  per  cent,  first  mortgages  received 
only  85  per  cent,  in  Cooaois  and  32  per  cent  in  incomes. 
This,  however,  was  a  vdmitary  reorganisaticHi,  and  the 
test  of  actual  insohroicy  was  lacking. 

In  the  reorganisati<Hi  of  the  Union  Pacific  in  1896  the 
cdlateral  trust  issues  of  1879, 1883,  and  1889  were  omitted 
from  the  reorganixaticm  plan,  the  mortgages  under  them 
having  be^  foreclosed  8q)arately  and  the  railways  rep- 
resented by  them  torn  from  the  Union  Pteific  system, 
while  the  princqMd  6,  7,  and  8  per  cent  first  mortgage 
boids  of  the  Unicm  Pacific  recoved  100  per  cent,  in  new 
4  per  cent,  prior  lien  Ixuids  and  50  per  coit  in  new  pre- 
ferred stock.  The  cause  of  this  dismemberment  was  the 
difficulty  experienced  by  the  RecHganizataon  CSommittee 
with  the  United  States  Govarunent  in  regard  to  the  ad- 
justment of  its  second  lien  against  the  {property.  Tliis 
difficulty  caused  a  delay  of  sevo-al  years;  and  in  the  mean 
time  the  collateral  trust  bondholders  felt  compelled  to 
take  independent  action  in  cntler  to  save  themsdves. 
Eventually,  in  1898,  these  iH*(q)erties  w&e  restored  to 
the  Union  Pacific  systan.  Tlie  holders  of  the  5  per  cent 
issue  of  1883  received  S978.89  on  account  of  the  principal 
and  matured  interest  of  each  bond,  while  the  holder  of 
the  6  p^  cent,  issue  of  1879  realized  in  full  upon  thdr 
principal  and  interest. 

The  Wabash,  St.  Louis  &  Pacific  6  per  cent.  cdlato*al 
trust  bonds  of  1883  wo-e  subsequently  converted  into  a 
little  mcnre  than  their  par  value  of  6  per  cent.  Debaiture 
'^B"  Bonds,  the  holders  paying  2  per  cent  in  cash  upon 
the  face  of  the  debentures  received.  These  bonds  latar 
sank  to  a  merely  nominal  value.  The  general  mortgage 
bonds  of  the  old  Wabash  received  precisely  amilar  treat- 
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menti  however.  As  before  stated,  the  Wabash,  St.  Louis 
&  Pacific,  owing  to  its  policy  of  rapid  expansion  by  in- 
discriminately annexing  all  the  loose  odds  and  ends  of 
railway  lines  in  its  vicinity,  was  in  a  very  poor  condition 
not  only  financially,  but  physically.  The  branches  which 
were  represented  in  the  collateral  trust  bonds  were  very 
low  in  earning  power.  Again,  in  the  reorganization  of  the 
old  Richmond  &  West  Point  Terminal  and  Richmond  & 
Danville  systems  in  1894,  which  resulted  in  the  present 
Southern  Railway  Company,  the  "Terminal"  Company's 
collateral  trust  6's  of  1887  received  35  per  cent,  in  new  5 
per  cent,  consolidated  mortgage  bonds  and  90  per  cent, 
in  5  per  cent,  non-cimiulative  preferred  stock,  while  the 
collateral  trust  5's  of  1889  received  70  per  cent,  in  new 
preferred  stock  and  30  per  cent,  in  common  stock.  These 
old  systems  were  also  in  very  poor  condition.  The  road* 
beds  were  grown  up  to  weeds,  the  wooden  trestles  rotten, 
the  rolling  stock  was  antiquated,  some  of  the  locomotives 
being  survivors  of  ante-hellum  times,  while  the  books 
showed  such  assets  as  "Fire,  $47,000,"  "Bills  Receivable, 
Worthless,  $50,000."  There  was  no  adequate  security 
to  any  of  those  companies'  obligations,  and  all  bond  issues 
suffered  severely  in  the  reorganization. 

Generally  speaking,  in  times  of  insolvency  and  reorgani^ 
zation  all  bond  issues  stand  on  their  commercial  rather 
than  their  l^al  merits.  Legal  position  does  count  in  the 
case  of  two  or  more  successive  mortgages  on  identically 
the  same  property,  and  in  such  cases  the  reductions  of 
interest  or  principal  are  usually  borne  by  the  junior  bond* 
holders.  But  in  a  contest  between  independent  mort* 
gages  upon  different  portions  of  a  railway  system — first 
mortgages  upon  the  main  line,  various  branches,  terminals, 
and  equipment,  say — the  case  is  different.  If  the  net 
earnings  of  the  subsidiary  company  plus  the  net  income 
which  accrues  to  the  parent  company  from  its  interchange 
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of  traflfe  with  its  subsidiary  company  are  more  thaa  suf- 
ficient to  pay  the  interest  on  the  latter's  bonds,  then  they 
are  secure,  whether  they  be  first  or  seciMid  mortgage  bonds; 
for  to  allow  such  mortgages  to  be  foreclosed,  and  thus 
dismember  the  system,  would  reduce  the  earning  power 
of  the  parent  organisation,  and,  therefore,  its  ability  to 
pay  interest  even  on  its  first  mortgage  bonds.  The  same 
observation  apfdies  to  terminal  and  equipmoit  trust  boiuls. 
What  advantage  is  it  to  have  a  main  Ime,  if  there  are  no 
branches  to  bring  it  traffic,  no  rdling  stock  to  carry  this 
traffic,  and  no  terminals  in  which  to  handle  it?  And,  if 
contnd  of  important  branch  lines  be  represented  by  col- 
lateral trust  Ixukls,  these  Ixmds  are  perfectly  secure.  In- 
deed, they  might  reasonaUy  come  ahead  of  the  first  noort- 
gage  bonds  of  the  main  line  if  it  came  to  a  trial  of  strength. 

If,  however,  the  contributions  of  a  subsidiary  comp&jij's 
ira&c  to  the  parent  company's  net  earnings,  wh»i  supfrfe- 
mented  by  the  fcMiner's  own  net  earnings,  are  not  suffici^it 
to  pay  the  interest  on  the  subsidiary's  company  bcmds, 
then  these  must  suffer  a  reduction  of  interest  or  {Mincipal, 
or  both.  And,  if  they  be  represented  by  the  parent  com* 
panjr's  collataral  trust  bonds,  these  must  suffer  also. 
Thus  a  collateral  trust  issue  must  stand  on  its  own  com- 
mercial mmts,  in  a  reorganixaticm,  the  same  as  issues 
secured  by  other  types  of  mortgages.  If  it  repres^it 
Inranches  ot  lines  which  are  essential  to  the  syston,  its 
position  will  be  strong.    If  not,  it  will  be  weak. 

A  weak  collateral  trust  mortgage,  howevo*,  is  laore 
weak  than  a  similar  direct  mcnigage.  For,  if  its  collateral 
consists  of  mortgage  bonds,  its  own  foreclosure  is  not  suf- 
ficient to  give  possession  of  the  physical  iHt>perty;  but 
often  many  individual  undo-lying  mcxigages  must  also 
be  foreclosed.  This  involves  not  only  great  expeoae,  but 
a  long  l^gal  delay,  during  which  the  physical  condition  of 
the  iHt)perty  may  be  detericM-ating,  so  that,  when  this 
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property  finally  comes  into  the  hands  of  the  collateral 
trust  bondholders,  its  value  has  been  greatly  impaired. 

If  the  collateral  consists  of  stock,  the  value  of  the  bond 
may  be  impdred  while  the  system  is  yet  solvent,  but 
perhaps  tending  toward  insolvency  through  the  fact  that 
the  parent  company  may,  through  its  right  to  vote  the 
subsidiary  company's  stock,  load  the  latter's  property 
up  with  mortgages  which,  of  course,  come  ahead  of  the 
stock.  In  recent  collateral  trust  mortgages,  however, 
attempts  are  made  to  avoid  this  contingency  by  limiting 
the  parent  company's  power  to  place  such  liens  ahead  of 
that  of  the  collateral  trust  bondholders. 

The  other  contingency — debiy — ^is  also  avoided  in  some 
recent  mortgages  by  empowering  the  trustee  to  sell  the 
collateral  without  foreclosure.  The  advantage  of  this 
provision  is  illustrated  in  the  case  of  the  Union  Pacific 
6  per  cent,  notes  of  1891  (which  were  not  secured  by 
mortgage,  but  merely  by  an  agreement).  In  the  sub- 
sequent reorganization  these  notes  recdved  not  only  their 
face  in  cash,  but  a  bonus  of  15  per  cent,  in  the  preferred 
stock  of  the  new  company  as  well.  Their  collateral, 
however,  represented  the  control  of  nearly  all  the  smaller 
branches  of  the  Union  Pacific  system,  and  were  essential 
to  its  success.  The  recent  collateral  trust  issues  of  the 
Rock  Island  and  the  New  York  Central  possess  the  same 
feature,  and  this  ought  to  place  such  issues  in  better 
confidence. 

Thomas  Warner  Mttchbll. 
Nbw  York  UmvsRsrrT. 
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In  an  article  puUiahed  in  this  Journal  for  April,  1898, 
entitled  "The  Bank  Note  System  of  Switzerland/'  Mr.  A. 
SandoB  gave  an  account  of  the  historical  development  of 
the  Swiss  issue-bank  question.  The  article  concluded  with 
the  recital  of  the  rejection,  at  the  referendum  of  February 
28,  1897,  by  255,984  voices  against  195,764,  of  the  law  of 
June  18, 1896,— a  defeat  which  involved  the  fate  of  the 
State  Bank.' 

Immediately  after  the  referendmn  of  February  28, 1897, 
two  measures  were  proposed,  each  of  which  had  in  view 
the  erection  of  a  central  bank  of  issue.  Both  demanded 
for  the  bank  a  legal  personality  independent  of  the  state, 
the  alternative  of  a  pure  state  bank  having  been  decisively 
defeated  by  the  people.  «0n  the  basis  of  these  two  propo- 
sitions and  with  expert  advice,  the  federal  coimciUor 
Hauser  prepared  a  second  bill,  in  which,  none  the  less, 
the  preference  of  the  author  for  a  pure  state  bank  was 
unmistakably  evident.  Numerous  differences  as  to  the 
business  scope  of  the  institution,  the  right  of  accepting 
interest-bearing  deposits,  the  maximum  dividends,  the 
duration  of  the  period  of  transition,  and  especially  as  to 
the  site  of  the  main  office,  had  to  be  reconciled  in  the  leg- 
islative session  of  June,  1901.  An  agreement  upon  all 
points,  with  the  exception  of  the  last,  was  reached  between 

*  Trandftted  from  tbe  G«nnan  mAnuseript  by  W.  H.  Prioe. 

SFor  a  datailed  wtodj  eonmH  Landnuum,  Dm  adhonMriadU  Bankgmda 
C7nto*tueMftfi0«n  tur  Ottchiektt  und  Kritik  der  9ekweiMeri9ehen  NoJmbankgtmtM 
Othuno.  .  .  .  Ziirioh,  1905.  This  eontains  a  complete  bibliography  of  the  Swia 
bank  question  since  1860.  See  also  articles  by  W.  Speiser  in  the  £evus  ^eonomiqm^ 
imUrnationdU,  iv.  No.  3,  p.  &30,  and  P.  Gygax  in  Jahrb,  fur  NaUonaTdk*  umd  8tt/L* 
III  Folge,  30  Band,  p.  721. 
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the  two  chambers.  With  respect  to  the  location,  agreement 
Tieas  impossible.  The  National  Council  (Natiandrat)  on 
the  27th  of  June,  1901|  declared  its  designation  of  Berne 
as  the  chief  site  of  the  bank  to  be  final;  and  when,  on  the 
28th  of  June,  the  Council  of  States  (Stdnderat)  ]ustj[as 
emphatically  declared  for  Zurich,  the  proposed  measure 
was  wrecked.  This  rivalry  was  largely  a  pretext  for  dis- 
posing of  the  bill  in  the  parliamentiary  deliberations,  in 
order  to  prevent  another  referendum  with  its  accompany- 
ing bitterness. 

We  come  now  to  the  project  which  finally  succeeded. 
In  place  of  Mr.  Hauser  (meanwhile  deceased)  whose  ad- 
herence to  the  state  bank  idea  had  really  wrecked  the 
second  bank  project,  another  federal  councillor,  Comtesse, 
undertook  the  direction  of  the  finance  department  of  the 
council.  With  a  right  imderstanding  of  the  fact  that 
the  suitability  and  efficiency  of  a  central  banking  insti- 
tution depended  not  on  the  external  model,  but  on  in- 
ternal arrangement  and  organization,  he  endeavored  to 
imite  the  majority  at  least  of  the  conflicting  interests. 
Before  the  project  of  a  new  bank  act  could  be  prepared, 
it  was  necessary,  in  order  to  proceed  with  safety,  to  dis- 
pose of  the  obstacles  upon  which  the  previous  proposals 
were  wrecked.  If  we  inquire  as  to  the  dangers  which 
threatened  any  bank  project,  either  state  or  private,  we 
must  direct  our  attention  to  the  following  groups  of 
opponents. 

First  of  all  there  were  those  uncompromising  opponents 
who  vote  "no"  on  principle  at  every  referendum,  and 
whose  strength  was  estimated  at  about  150,000  votes. 
There  was  no  possibility  of  winning  these  by  any  con- 
cessions in  the  law; 

Next  there  were  the  adherents  of  the  federation  system 
(particularly  in  French  Switzerland,  but  numerous  also 
in  certain  quarters  of  CJerman  Switzerland)  who  feared 
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the  federal  bank  as  strengthening  the  central  authority. 
Here  the  prospects  for  assent  were  more  promising.  Com- 
mercial and  industrial  expansion  has  proved  mare  powerful 
than  provincialism.  Economic  interests  and  growiog 
political  intelligence  constantly  tend  to  oblit^^te  local 
jealousies  and  the  fear  of  centralisation. 

With  the  third  group  the  objections  were  on  behalf  of  the 
financial  interests  of  the  cantons, — apprehenaons  of  a 
diminution  of  cantonal  revenue  resulting  from  the  decline 
of  earning?  of  the  cantonal  banks  and  a  loss  of  canUxial 
taxes  on  bank-notes.  The  cantons  have  been  passing 
through  a  serious  financial  crisis,  and  therefore  any 
project,  to  be  successful,  would  have  to  indemnify  their 
treasuries  for  the  loss  of  revenue  arising  from  the  centralisa- 
tion of  note  issue.  Article  XXXIX  of  the  constitution, 
which  had  been  drafted  with  a  central  bank  in  view,  had 
provided  that  at  least  two-thirds  of  the  net  earnings  of 
such  a  bank  should  be  distributed  among  the  cantons. 
In  order  still  further  to  allay  anxiety  om  this  score,  the  bill 
allowed  a  very  liberal  initial  compensation  to  the  cantons, 
and  provided  for  its  increase  in  proportion  to  population. 
Finally,  by  making  this  compensation  in  no  way  contingent 
upon  the  net  earnings  of  the  central  bank,  the  project 
offered  to  the  cantons  not  only  an  equitable  compensation, 
but  an  absolutely  certain  source  of  income  instead  of  ooe 
that  was  steadily  sinking. 

The  question  of  location  entered  as  a  further  obstacle. 
Whether  Berne  or  Zurich  should  be  selected  as  the  chief 
site  of  the  bank,  a  determined  opposition  would  at  once 
arise  in  the  city  that  was  passed  over.  Berne,  supported 
by  Basel  and  Geneva  and  by  French-speaking  and  north- 
west Switzerland,  claimed  the  bank  on  the  ground  that 
the  public  bank  should  be  in  the  political  capital  of  the 
coimtry.  Zurich,  supported  by  her  nd^bors,  by  north- 
east and  eastern  Switzerland,  contended  that  the  bank 
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should  be  located  in  the  financial  centre  of  the  country, — 
a  podtion  claimed  by  Zurich.  The  solution  of  this  problem^ 
was  first  found  during  the  parliamentary  debates  over  the 
measure.  The  bill  as  first  presented  had  contained  no 
designation  of  the  site  of  the  bank,  deferring  this  to  a 
special  federal  act. 

Finally,  of  course,  whether  the  bank  partook  more  of 
public  or  more  of  private  character,  the  advocates  and 
opponents  of  state  enterprise  would  necessarily  be  placed 
in  more  or  less  sharp  opposition  upon  the  project. 

With  these  conaderations  in  view,  the  author  of  the  new 
bill  united  in  the  proposed  institution  the  character  of  a 
private  with  that  of  a  state  bank.  The  bank  partook  of 
the  character  of  a  private  bank  in  the  sense  that  some  of 
the  stock  was  privately  owned  and  in  that  the  individual 
stockholders  were  able  to  exercise  a  definite  influence 
upon  its  policy.  At  the  same  time  the  organization  was 
such  as  to  concede  to  the  friends  of  the  state  bank  idea 
that  the  greater  part  of  the  capital  should  be  furnished  by 
the  public  authorities,  that  the  net  earnings  of  the  bank 
should  go  exclusively  to  the  federation  and  to  the  cantons, 
and  that  the  selection  of  a  majority  of  the  members  of  the 
directorate  should  be  placed  in  the  hands  of  the  federal 
coundL 

The  parliamentary  consideration  of  the  measure,  the 
details  of  which  cannot  be  given  here,  proved  to  be  com- 
paratively brief.  In  December,  1904,  the  Council  of  States 
dealt  with  the  matter.  In  March  and  June,  1905,  the 
National  Coimcil  discussed  the  proposition  laid  before  them 
by  the  Council  of  States.  In  September  and  the  early 
da3n9  of  October  the  differences  between  the  two  chambers 
were  reconciled,  and  on  the  6th  of  October,  1905,  the  law 
was  finally  adopted.  On  the  11th  of  October,  1905,  it 
was  promulgated  in  the  Bundesblalt.    Some  members  of  the 

^Sm  bdow.  pp.  470-477. 
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sodaklaDOcratic  party  who  favored  nothing  but  a  strict 
state  bank,  with  entire  exclusion  of  private  ci4)ital,  kd 
a  referendum  agitation,  but  without  success;  for  up  to 
January  9,  1906,  when  the  referendum  period  exinred, 
the  number  of  signatures  was  not  sufficient  to  require 
the  popular  vote.  Consequently,  the  federal  council  on 
the  16Ui  of  January,  1906,  declared  the  law  to  be  in  tatcd. 
The  nature  of  that  law  we  shall  now  describe  more  in  detail 
Its  main  provisions  law  may  be  analyzed  under  three 
heads:  (1)  the  legal  and  financial  basis  of  the  bank; 
(2)  business  scope;  (3)  administrative  organization. 

(1)  Legal  and  Financial  Basis. 

By  the  act  of  October  6,  1905,  is  established  a  juristic 
personality,  to  be  known  as  the  Swiss  National  Bank,  the 
administration  of  which  is  r^ulated  by  the  special  pro- 
vision contained  in  the  law  itself  and  in  the  r^ulaticHis 
approved  by  the  federal  coimciL 

The  capital  of  the  national  bank  consists  of  fifty  millicm 
francs,  distributed  in  100,000  shares.  At  the  opening  of  the 
bank  the  share  capital  must  all  be.  subscribed,  and  one- 
half  must  be  paid  in.  A  miniTniiTn  dividend  is  not  guar- 
anteed.   The  maximum  dividend  is  fixed  at  4  per  cent. 

Two-fifths  of  the  share  capital  is  to  be  assigned  to  the 
cantons  in  proportion  to  their  populations,  to  be  subscribed 
for  within  their  limits.  One-fifth  of  the  share  capital  is 
reserved  for  the  banking  institutions  previously  exercising 
the  right  of  note  issue  (on  the  ground  of  the  law  of  1881) 
in  proportion  to  their  issues  outstanding  on  December  31, 
1904.  The  last  two-fifths  of  share  capital,  as  well  as  any 
shares  offered  to  the  cantons  and  to  the  banks  of  issue  and 
not  accepted  by  them,  will  be  offered  to  public  subscr^>tion. 
Only  Swiss  citizens,  or  firms  domiciled  in  Switzerland  or 
juristic  personalities  or  corporations  which  have  their 
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hmne  offices  in  Switzerland,  are  to  be  admitted  to  sub- 
scription. 

Tlie  bank  lias  a  monopoly  of  note  issue.  The  federation 
grants  to  it  for  the  next  twenty  years  the  exclusive  right 
to  issue  bank-notes.  The  service  of  the  bank  in  return 
for  the  enjojrment  of  this  monopoly  consists  in  fulfilling 
the  duties  assigned  to  it  by  the  law,  and  in  the  payment  of 
a  license  tax  yearly  to  the  federation,  which  is  pledged  to 
transfer  this  contribution  undiminished  to  the  cantons. 
This  payment  by  the  bank  to  the  cantons  through  the 
agency  of  the  federal  government  constitutes  the  recom- 
pense to  the  cantons  for  their  loss  of  revenue  arising  from 
the  centralization  of  the  note-issue  system.  At  the  out- 
set, it  is  based  both  upon  the  previous  note  issue  and  on 
population,  but  after  fifteen  years  it  will  consist  entirely 
of  the  fixed  payment  of  ei^ty  centimes  per  head  of  popu- 
lation in  each  canton.  This  license  tax  is  distinctly  a 
payment  by  the  national  bank  for  the  monopoly  of  issue 
conferred  upon  it. 

The  law  prescribes  the  following  rules  as  to  the  division 
of  the  net  profits.  From  the  year's  earnings,  as  shown 
by. the  profit  and  loss  account,  10  per  cent,  (but  never 
more  than  50,000  fr.)  goes  to  the  reserve  fimd  of  the  bank, 
imtil  this  shall  have  risen  to  30  per  cent,  of  the  share  capital. 
After  that  a  dividend  of  4  per  cent,  on  the  share  capital  is 
to  be  distributed.  After  the  dividend  the  contribution 
constituting  the  license  tax  is  to  be  paid  over  to  the  feder- 
ation. Of  the  remainder  of  the  clear  profits,  two-thirds  is 
to  go  to  the  cantons  and  one-third  to  the  federation. 

The  license  tax  is  guaranteed  by  the  federation  to  the 
cantons  to  the  full  amount.  In  case  the  annual  profits 
of  the  bank,  after  the  pajrment  to  the  reserve  fund  and 
the  distribution  of  dividends,  are  insufficient  for  the 
payment  of  the  license  tax,  the  deficit  is  to  be  advanced 
by  the  federal  treasury.    The  national  bank  must  pay 
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badL  to  the  treasury  sudi  advBnees,  with  3|  per  ee&t. 
intereflt,  as  soon  as  its  jHt^fits  permit  Such  repayment 
is  to  take  place  in  the  next  year  brfore  the  diviakmof 
net  jMt^fits  remaining  after  the  payment  of  the  lioenae  tax. 
llie  co-operation  and  control  of  Uie  federation  are  se- 
cured, as  win  be  presently  set  f<»rth  in  d^ail,  throu^  tbe 
selection  61  the  bank's  cAcers  at  the  hands  oi  the  fed- 
eral council;  throu^  the  councQ's  power  of  apjHoving  all 
regulations,  reports,  and  accounts;  throu^  the  rqKnrt 
which  the  federal  council  makes  to  the  ass^nUy;  and 
throu^  the  funcdcms  of  control  entrusted  to  the  oflifaalft 
of  the  finance  department. 

(2)    Business  Scope. 

The  duty  of  the  National  Bank  is  to  regulate  the  currency 
of  the  country  and  to  facilitate  payments.  Its  scope  is 
that  of  a  pure  bank  of  issue,  deposit,  and  discount.  Hie 
opa^tions  which  the  bank  is  authmsed  to  conduct  are 
enumerated  as  follows  in  Article  XV.  of  the  law: — 

1.  IflBoe  of  bankHM>te8  according  to  the  proTiskniB  of  this  lanr. 

2.  Discount  of  Swias  commercial  paper  (YFecA^aO  of  not  more 
thftn  three  monthB'  duratioii,  and  with  at  least  two  signefs  of 
known  solvency.  Paper  originating  in  agricultural  hoainesB, 
which  is  based  on  commercial  transactions,  may  be  disoounted 
on  the  same  terms  as  any  other. 

3.  Purchase  and  sale  of  exchange  <m  foreign  countries  whose 
currency  is  on  a  metallic  basis.  The  maturity  of  biDs  of  exchange 
may  not  exceed  three  months,  and  they  must  have  at  least  two 
signatures  of  known  solvency. 

4.  Loans  at  interest  for  not  more  than  three  months  upon  col- 
lateral in  the  form  of  securities  and  evidences  of  debt  {Lombard' 
verkekr).    Stocks  may  not  be  accepted  as  coDateraL 

5.  Deposits  of  cash  without  interest;  and,  at  interest,  of  the 
cash  ci  the  federation  and  of  its  d^Murtments  of  administration. 

6.  Domestic  transfer  and  collection  business,  and  check  accounts. 
[Giro-  mid  Abreck-nungtverkekr,  MtmdaU  und  /aJbom). 
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7.  Purchaae  of  interest-bearing  bonds,  payable  to  bearer,  of  the 
federation,  of  the  cantons,  or  of  foreign  states,  but  only  for  the 
purpose  of  temporary  investment. 

8.  Purchase  and  sale  of  the  precious  metals  in  bars  and  coins 
for  domestic  and  foreign  account,  as  well  as  loans  on  such  specie* 

9.  Issue  of  gold  and  silver  certificates. 

10.  Accq>tance  of  conmiercial  paper  and  objects  of  value  for 
safe  deposit  and  administration. 

11.  Negotiating,  on  commission;  loans  offered  for  subscription 
by  the  federation  and  the  cantons;  but  participation  in  the  per* 
manent  assumption  of  such  loans  is  excluded. 

Furthermore,  the  National  Bank,  with  all  its  branches, 
is  obliged  to  rec^ve  pajrments  on  account  of  the  federatioii 
and  its  administratiye  departments  and  to  make  pajrments 
to  the  extent  of  the  federal  balance,  as  well  as,  on  the  de- 
mand of  the  federation,  to  imdertake  the  safe-keeping  or 
the  administration  of  property  belonging  to  the  federation. 

It  will  be  seen  that  neither  from  note  circulation  as 
such  nor  from  imcovered  note  circulation  is  any  sort  of 
a  tax  ndsed.  The  National  Bank  is  thus  given  power  to 
restrict  or  expand  its  note  issues  with  no  other  concern 
than  for  the  needs  of  business. 

On  the  other  hand,  so  far  as  the  protection  of  notes 
issued  is  concerned,  the  provisions  of  the  bank  act  go 
far  beyond  those  of  the  law  of  1881.  They  impose  upoii 
the  national  bank  requirements  to  which  neither  the  banks 
organized  under  the  last-named  act,  nor  institutions 
such  as  the  German  Reichsbank  or  the  Bank  of  England 
are  subjected.  The  security  of  note  issues  of  every  bank  is 
regulated  by  law.  But  the  SwissNational  Bank  Act  secures 
not  only  the  notes,  but  other  demand  liabilities  as  well. 
The  specie  reserve  against  bank-notes,  in  legal  money,  gold 
bars,  or  foreign  gold  coin,  must  amount  to  at  least  40  per 
cent,  of  the  amoimt  in  circulation.  For  the  60  per  cent, 
not  covered  by  specie  there  must  be  an  equivalent  of  Swiss 
discounted  paper.    Further,  the  bank  must  hold  against 
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its  short-time  liabilities,  whether  pajrable  cm  demand  or 
on  ten  da3n9'  notice,  an  equivalent  in  cash  or  in  Swiss 
commercial  paper. 

Only  at  its  office  in  Berne  is  the  National  Bank  pledged 
to  the  imconditional  and  immediate  redemption  of  its 
notes  in  specie  to  any  amoimt.  In  the  dealings  of  all  other 
branches  and  of  all  agencies,  redemption  must  be  main- 
tained only  so  far  as  may  be  warranted  by  the  existing 
balances  and  the  need  of  specie  on  the  part  of  the  branches 
or  agents;  but,  in  any  case,  notes  must  there  be  rede^ned 
within  the  time  needed  for  procuring  the  spede  &om 
the  central  office. 

The  notes  of  the  bank  are  not  made  legal  tend^.  The 
National  Bank  itself  and  the  federal  treasury  are  alone 
pledged  for  the  acceptance  of  these  notes  at  any  time. 
But  the  federal  coimcil  has  power  in  time  of  war  to  de- 
cree general  legal  tender  quidity  for  the  notes. 

(3)  OrganvsaHan. 

The  compromise  which  was  arranged  upon  during  the 
parliamentary  discussion  with  respect  to  the  question 
of  the  chief  site  of  the  bank  was,  in  short,  this.  The  bank 
has  not  one  site,  but  many.  No  establishment  of  the  bank 
is  to  be  managed  directly  by  the  national  bank  directorate. 
Each  has  its  own  independent  local  board.  There  exists 
among  the  branches  no  distinction  of  position  or  leadership. 
A  group  of  mutually  equal  and  independent  branches, 
united  imder  common  direction  and  oversight,  constitutes 
the  National  Bank. 

The  l^al  and  administrative  site  of  the  National  Bank 
is  at  Berne.  At  Berne  the  general  meeting  of  stockholders 
is  held,  that  of  the  bank  coimcil,  and,  as  a  rule,  that  of  the 
bank  committee  also.  The  site  of  the  directorate,  on  the 
other  hand,  is  in  Zurich. 
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In  addition  to  the  sites  at  Berne  and  Zurich  the  bank  is 
authorised  to  erect  others  in  the  important  business  centres 
of  Switzerland.  Busmess  may  b^gia  after  the  organization 
of  at  least  four  establishments.  The  bank  is  authorized 
to  employ  agents  in  places  in  which  no  branches  are  to  be 
opened.  A  canton  in  which  no  branch  is  erected  has  the 
r^t  to  demand  the  creation  of  an  agency  in  its  territory. 

The  law  provides  for  a  general  meeting  of  stockholders, 
a  bank  council  (Bankrat),  a  bank  conmiittee  {Bankatis- 
sckuss),  local  committees,  and  audit  commissions, — ^these 
for  supervision  and  control;  and  a  directorate  {Dvrek- 
torivm)  and  local  directorates  for  management. 

The  general  meeting  of  stockholders  takes  place  at  least 
once  a  year.  Every  share  has  a  vote,  with  the  proviso 
that  a  private  shareholder  may  not  have  more  than  one 
hundred  votes.  The  power  of  the  general  meeting  is  very 
limited.  It  has  to  consider  the  report  and  the  accoimts, 
and,  subject  to  the  provisions  of  the  law,  to  detamine  the 
net  profits.  It  has  the  right  (its  most  important  right  and 
its  sole  means  of  influencing  the  conduct  of  the  bank)  of 
electing  fifteen  members  to  the  bank  council.  It  elects 
the  audit  committee,  and  decides  upon  the  acquisition  of 
existing  banks.  It  has  the  right  (subject  to  the  approval 
by  the  federal  assembly)  to  increase  the  capital  of  the  bank. 

The  bank  council  is  given  considerably  greater  powers 
than  the  shareholders'  meeting.  To  it  belongs  the  general 
supervision  of  the  business  and  management.  The  bank 
council  consists  of  forty  members,  of  whom  theshareholders 
elect  fifteen  and  the  federal  council  elects  twenty-five, 
the  term  of  service  being  always  one  year.  Among  those 
elected  by  the  federal  council  are  the  president  and  vice- 
preddent  of  the  coimcil.  Of  the  remaining  twenty-three 
elected  by  the  federal  council,  only  five  may  belong  to  the 
national  assembly  and  five  to  the  cantonal  governments. 
In  their  election  regard  is  to  be  had  to  the  suitable  rep* 


Digitized  by 


Google 


478  QUARTERLY  JOURNAL  OF  ECONOMICS 

resentation  of  the  banking,  manufacturing,  and  commercial 
centres.  The  members  of  the  bank  council  must  be  Swks 
citixens  resident  in  Switza*land. 

The  bank  council  elects  five  members  of  the  bank  com- 
mittee. It  appoints  the  local  committees  and  makes 
nominations  to  the  federal  council  for  the  directcMrate 
and  the  local  directorates.  It  examines  r^ulations  re- 
quiring the  approval  of  the  federal  council,  and  reports 
and  accounts  prepared  by  the  directorate  and  the  bank 
conmiittee.  On  recommendation  of  the  bank  committee 
and  of  the  directorate  it  fixes  the  salaries  of  the  officers 
and  employees  of  the  bank,  within  maximum  and  mini- 
mum limits  determined  by  the  by-laws.  The  proposals 
of  the  shareholders'  general  meeting  are  oonadered  and 
decided  by  the  bank  coimcil.  Lastly,  the  bank  coundl 
reaches  final  decision  on  all  business  transactions  amounting 
to  more  than  five  million  francs  and  all  extensions  of  credit 
of  more  than  three  million  francs. 

The  directarcUe  of  the  National  Bank,  a  body  consisting 
of  three  members,  is  the  sole  managing  authority.  It  is 
elected  by  the  federal  council,  on  the  nomination  of  the  bank 
council,  for  a  six-year  term;  and  the  federal  council  names 
its  president  and  vice-president.  The  business  of  the 
directorate  is  divided  between  three  departments, — the 
department  of  discount  and  deposit,  that  of  control,  and 
that  of  note  issue.  One  member  of  the  directorate  man- 
ages each  department.  The  members  who  manage  the 
two  first-mentioned  departments,  one  of  whom  must  be 
the  president  of  the  directorate,  have  their  headquarters 
at  Zurich.  The  manager  of  the  note-issue  department 
(to  whom  belongs  the  administration  of  the  cash  reserve 
and  all  transactions  with  the  government)  resides  in  Berne. 
The  directorate  exercises  all  functions  which  are  not  by 
law  reserved  to  the  federal  council,  the  sharehcdders' 
meeting,  the  bank  coimcil,  or  the  bank  conmiittee  (see 
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below).  Its  most  important  function  is  that  of  fixing  the 
rates  of  discount  and  interest.  For  this  the  judgment 
of  the  bank  committee  and  the  views  of  the  directors 
of  the  chief  branch  banks  have  to  be  consulted. 

The  local  directorates  are  immediately  subordinate  to 
the  general  directorate.  Each  local  directorate  consists 
of  a  director  and  a  sub-director,  elected  for  a  six-year  term. 
They  are  responsible  for  the  management  of  the  buaness 
in  their  respective  branches. 

Subordinate  to  the  directors  (as  well  as  to  the  several 
local  directorates)  are  all  the  other  officials  of  the  bank. 
All  have  the  rank  of  state  officials.  As  regards  the  mode 
of  appointment,  they  fall  into  the  four  following  groups: 
(1)  The  members  of  the  directorate,  the  sub-directors 
acting  under  them,  the  directors  and  sub-directors  of 
the  local  directorates,  are  appointed  by  the  federal 
ooimcil  on  nomination  of  the  bank  council.  (2)  Officials 
and  subordinates  of  the  directorate  and  of  the  branches 
whose  salaries  amoimt  to  4,000  francs  are  appointed 
by  the  bank  committee,  on  nomination  of  the  du'ectors. 
(3)  Officials  whose  salaries  do  not  amount  to  4,000  francs 
areappointed  by  the  directors.  (4)  Officials  of  the  branches 
whose  salaries  do  not  amount  to  4,000  francs  are  ap- 
pointed by  the  local  directorate. 

The  staff  of  salaried  officers  (who,  it  is  to  be  noted, 
receive  no  tantikmesy  as  is  the  case  with  the  Imperial  Bank 
of  Germany)  is  supplemented  by  the  bank  committee 
and  the  local  committees.  These  bodies  give  a  guarantee 
of  oversight  in  the  interest  both  of  creditors  and  of  cus- 
tomers, facilitate  settled  relations  between  the  officers 
and  the  business  world,  and  prevent  purely  bureaucratic 
administration. 

The  bank  coimcil  exerts  only  a  periodic  control  over 
the  bank.  Continuous  detailed  control  and  supervimon 
is   delegated   to   a   standing   committee   of   the   bank 
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council.  This  bank  committee  conasts  of  the  preadcnt 
and  vice-preflident  of  the  bank  ooundl  (who  discharge  ez 
oficio  the  functions  of  president  and  vice-president  of  the 
committee)  and  five  members  of  the  bank  council  chosen 
for  a  four-year  term.  In  addition  to  the  general  powers 
of  supervision  and  control  conferred  upon  this  com- 
mittee, it  appoints  colain  officials,  as  has  just  been  noted, 
and  further  discharges  the  following  special  duties.  It 
considers  all  transactions  which  are  to  be  conducted  by 
the  bank  council,  and  all  changes  in  the  rate  of  discount 
and  interest  proposed  by  the  directorate.  Transactions 
and  credit  extensions  exceeding  in  amount  (me  million 
francs,  so  far  as  they  do  not  require  the  api»t>val  of  the 
bank  council,  must  be  approved  by  the  committee. 

As  the  bank  committee  is  related  to  the  directorate 
of  the  bank,  so  are  the  local  committees  related  to  the 
local  directorates  of  the  branches,  which,  according  to  the 
importance  of  the  places,  consist  of  three  or  four  memb^^, 
chosen  by  the  bank  council  for  a  term  of  four  years  from 
among  the  more  important  merchants  and  manufacturers 
of  the  vicinity.  To  these  local  conmiittees  bdongs,  besides 
the  powers  of  nomination  already  mentioned,  the  super- 
vision over  the  branch,  for  which  purpose  they  meet  as 
often  as  there  may  be  occasion. 

Over  and  above  the  control  exercised  by  the  bank 
council,  the  bank  committee,  and  the  local  committees, 
there  exist  for  the  National  Bank  two  further  boards  of 
control, — ^the  audit  commission  (Rensionskommission) 
and  board  of  control  of  the  federal  council.  The  audit 
commission  is  a  representative  of  the  shareholders'  meet* 
ing,  and  is  elected  by  the  latter.  Its  members  have  the 
right  at  any  time  to  make  inquiry  as  to  the  entire  busi- 
ness. The  commission  must  audit  the  annual  accoimts 
and  the  balance  sheet  of  the  bank,  and  make  a  written 
report  to  the  general  meeting  of  the  result  of  this  audit, 
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which  18  also  to  be  oommunicated  to  the  federal  council. 
This  audit  commisfiion,  responsible  to  the  general  meeting, 
supplements  the  board  of  control,  which  is  named  by  the 
federal  council,  is  responable  to  it,  and  is  attached  to  the 
federal  finance  department.  While  the  authority  of  the 
audit  commission  extends  to  the  control  of  the  business 
operations,  the  board  of  control  of  the  federation  super- 
vises the  general  management  of  the  bank,  the  relation 
of  the  several  parts  of  its  organization  one  to  another,  and 
safeguards  the  general  economic  and  especially  the  mone-< 
tary  interests  of  the  country. 

Among  the  provisions  of  the  act  which  r^ulate  the 
period  of  trandtion,  only  those  will  be  mentioned  here 
which  refer  to  the  liquidation  of  note  issue,  authorized  by 
the  law  of  1881. 

By  the  law  of  March  8,  1881,  every  banking  institution, 
provided  it  conformed  to  the  prescribed  conditions,  was 
entitled  to  claim  from  the  federal  council  the  privil^e  of 
note  issue.  This  demand  the  federal  council  was  obliged 
to  grant.  From  the  date  at  which  the  National  Bank  Act 
takes  effect  the  federal  council  is  empowered  to  refuse  such 
demands. 

On  the  opening  of  the  National  Bank  the  banks  of  issue 
organized  under  the  law  of  1881  are  obliged  to  withdraw 
their  issues  within  three  years.  They  are  boimd  during 
this  period  of  three  years  to  deliver  for  cancellation,  to  an 
office  of  control  designated  by  the  federal  council,  at  the 
end  of  each  quarter  at  least  one-twelfth  of  their  circulation 
authorized  at  the  time  of  the  opening  of  the  National 
Bank,  or,  in  default  of  such  delivery,  to  pay  for  deficits  in 
this  quota  to  the  National  Bank.  The  National  Bank  on 
its  part  is  bound  to  facilitate  as  far  as  possible  for  the 
banks  of  issue  the  liquidation  of  their  notes  by  affording 
than  loans  upon  securities. 

Until  the  complete  liquidation  of  these  notes  the  pro* 
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viaoDS  of  the  law  of  1881  with  nepect  to  banks  of  : 
remain  in  fcHxx.  Their  notes  also  will  be  accepted  in  pay- 
ments during  the  three-year  withdrawal  period  by  the 
several  l»taiches  of  the  Natk»al  Bank,  and  the  Natioosi 
Bank  will  arrange  tor  the  redemption  oi  these  notes  within 
a  period  ol  three  days  without  charge.  Aft^  the  ez(Mra- 
tion  of  the  three-year  withdrawal  period  (and,  for  the 
banks  which  heiate  the  expiration  ol  this  period  have 
already  deposited  to  the  National  Bank  the  equivalent 
of  their  outstanding  issues,  from  the  date  of  such  depodt) 
the  National  Bank  undertakes  for  itself  and  its  successors 
the  duty  of  redeeming  within  the  next  thirty  years  notes 
of  the  banks  of  issue  still  drculating.  After  the  expiraticm 
of  this  period  the  obligatimi  on  the  National  Bank  of  re- 
deeming such  notes  eiq>ires,  and  the  equivaloit  ol  the 
unredeemed  part  goes  to  the  federal  poiaon  fund. 

Julius  Landmamn* 
Baslb,  Swim  bland. 
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immigration  society.  His  book  is 
a  convenient  summary  of  informa- 
tion upon  the  subject.] 
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LBwn  (C.  J.  and  J.  H.).  Kalal- 
Ifty  and  rteandttr  :  A  CootrflNi- 
lloa  to  KaftkMial  Demography. 
LHidoii:  GHwtr  *  Bojd.  1906. 
8TO.    pp^  17a    7t.  6d. 


£i  PcHodiealt. 
6hk>(P.).    L'teigraftio 
Joarn.  des  Seon.,  Mardi.     [At- 
tribufeM  emigrmtkHi  in  large  put 
to  oppreastve  tiTitlon  ] 


VL    TRANSPORTATION. 


Rbtoochi  (C).  n  fntoro  ordina- 
BMBto  teroTlario  ed  U  Metaogi- 
onio  d*  Italia :  stodi  e  propoato 
dalla  eommlatlona  spedale  dei 
transportL  (OamaradioomiiMrdo 
edartidiNapoU;  nffldodi  statia- 
Uea.)  Naplea.     1005.     8to.     pp. 

Hopr  (W.)  and  Schwabach  (F.). 
Kocdamaikaiiiacbe  Wt* "**^^'***» 
Ihre  y  erwaltimg  und  Wlrtaehafta- 
gebamng.    Beilb:   J.  Springer. 
100ft.    8nx    pp.880.    8m. 

[Tba  antbon  are  members  of 
the  Pnueian  Miniitry  of  PohUe 
Wortt,  and  give  the  reralU  of  an 
ollldal  toor  of  investigation  hi 
1004.  Mnch  of  the  deecripCiTe 
matter  It  familiar,— on  organ- 
ization, finance,  and  the  like. 
Two  diaptera  analyze  frei^ 
and  pamfinger  rates,  and  mid 
that,  with  proper  allow- 
anoes,  Pratsian  rates  are  not 
hi^er.l 

KnxiCK  (H.  8.  M.).  Mannal  of 
Argentine  Railways.  London : 
B.  WUson.    1006.    12ma    2t. 

Pabsohs  (F.).  The  Heart  of  the 
Railroad  Problem.  Bost<m : 
Little,  Rrown  A  Co.  1006.  8to. 
pp.364.    $1.5a 

[A  study  of  railroad  discrimina- 
tions, Talnable  for  its  collection  of 
materials.    Considers  government 


ownership  the  only  remedy.l 
^BATT  (B.  A.).    Railways  and  tneir 
Rates.       London :     J.     Morray. 


1006.    8vo.    pp.  872. 

QuabckCM.).  DiedentschenStrasa- 
enbahnen  und  Oire  Arfoeltsvertiilt- 
nisse.  Heraosg.  vom  Zentralver- 
band  der  Handels-  Transports-  and 
Yerkehrsarfoeiter  Deotschlands. 
Berlin:  Bnchhdlg.  Coorier.  1006. 
8vo.    pp.  S82.    2  m. 

QuABiHt  (B.).  Les  t^l6gnH[>hes  en 
Bnrope.  Paris:  Donod.  1006. 
8vo. 


Ja  PeHodicttU, 
BiKDBBMAra  (E.).    Die  wirtadiaft- 


lidie  Bntwl^ehmg  der 
ischen  SrastsHsenhahnen  ■  Ardiir 
f.  Bisenb.,  1006,  Heft  2.  [A  ooor 
densed  ststament  as  to  mileage, 
capital  aeeoont,  profits,  rates,  and 
receipts.  Dlnstrated  by  three 
colored  diarts.] 

Bbkdt.  Baogeschichte  nnd  Bao- 
ansfohnmg  der  grossen  sibiriadien 
Kisenbahn.  Ardiiv  f.  Bisenb, 
1006,  L 

BUBBOWS  (C.  W.).  Postal  Rates 
and  Literatore.  Yale  Rev.,  Feb. 
[The  **Literatare**  carried  at  the 
poond  rate  Is  coming  to  be  larg^ 
advertising  matter.] 

CoHK  (G.).  Art.  54  der  Reichsver- 
faasong.  Zeitsdir.  f .  d.  ges. 
Staatsw.,  1006,  Heft  L  [For  re- 
vision of  article  imposing  toQs  on 
watercourses.  A  rambifng  ar^ 
Ude.] 

Lbtbx  (A.  V.  d.).  [Meyer*a]  Gov- 
ernment Regulation  of  Railway 
Rates.  Archiv  1  Bisenb.,  1006, 
Heft  2.  [An  extended  unfavorable 
review  of  H.  R.  Meyer's  book,  with 
some  dialled  correction  as  to  the 
Pmssian  sitoation.  A  translation 
of  part  of  this  notice  is  printed  in 
the  Amer.  Jonm.  of  SocioL  for 
March.] 

L1B88E  (A.).  L^enloitation  des 
chemins  de  fer  et  la  qnestioii  da 
rachat.  Jonm.  des  Boon.,  F^k 
[Opposes  the  reporehaae  of  the 
Compajmie  de  rOnesL] 

Mbybb  (B.  H.).  Government  Reg- 
ulation of  Railway  Rates.  Jonm. 
Polit.  Bcon.,  Ftob.  [An  elaborate 
unfavorable  review  of  H.  R 
Meyer's  book.] 

Mbtbb  (H.  R.).  RaQway  Rates  as 
Protective  Tarifls.  Joum.  Polit. 
Boon.,  Jan.  [Cotain  decisions  of 
the  Interstate  Commerce  Commis- 
sion try  to  maintain  the  natural 


Digitized  by 


Google 


RECENT  PUBLICATIONS  UPON  ECONOMICS 


489 


advanUffet  of  JocditieSy  and  thus 
check  medom  of  trade  in  the 
United  States.] 

RocHxnxB  (B. ).  Paris  port  de  mer. 
Jonm.  des  Econ.,  March.  [Opti- 
mistic project  of  a  deep  canal  from 
Paris  to  the  sea.] 

SOH2TXIDKB  (A.).  ZoT  RenUbili- 
tatsberechnmig  der  Personen- and 
G&terznge  nnter  Zngnmdelegnng 
der   Yerhaltnisse  der   hadischen 


Staatseisenbahnen.  Zeitschr.  f.  d. 
ges.  Staatsw.,  1906,  Heft  1. 

SnoKNEY  (A.  B.).  R^:alation  of 
Railway  Rates.  Pol.  Sd.  Quart., 
March.  [Rebates  are  the  result 
of  competition.  An  iuTestigation 
of  them  by  a  special  commission 
should  precede  any  legislation.] 

TAJAin(F.).  L'eserdzioferroTiario 
di  stato  in  Italia.  Oiom.  degli 
Econ.,  Jan. 


Vn.    FOREIGN  TRADE  AND  COLONIZATION. 


AuoiXB  (Ch.).  La  France  et  les 
traits  de  commerce.  Etude  sur 
les  tarifs  de  douane.  Paris: 
CheTalier  et  Riyi^re.  1906.  8to. 
6fr. 
Bai,foub  (A.  J.).  Fiscal  Reform. 
London:  Longmans.  1906.  8to. 
pp.292.    2«.  6d. 

[Contains    speeches    dellTcred 
from  1880  to  1905.] 
GoTHxcf  (G.).    Internationale  Re- 
der  Eisensolle.     Berlin: 
1906.    8to.    pp.  47. 


series    Yolksw.   Zeit- 


gelung 
L.  Simion. 
Im. 

[In    the 
xragen*] 

Gbossi  (v.).  Storia  della  coloniz- 
xazione  europea  al  Brasile  e  della 
emigrazione  italiana  nello  Stato 
di  San  Paulo.  Rome.  1905.  16mo. 
pp.592.    101. 

HoBSOK  (J.  A.).  Imperialism:  A 
Study.  (Revised  edition.)  Lon- 
don:  A.  ConsUble  A  Co.  1905. 
12mo.    pp.  824.    2a.  6d. 

[A  ieurching  arraignment  of 
the  economics  and  politics  of  im- 
perialism.] 

Lb  Goupils  (M.).  La  crise  coloni- 
ale  en  Nourelle-Cal^onie.  Paris: 
Biblioth^que  de  la  science  sodale. 
1906.    8to.    2fr. 

0*Rbxllt  (T.  £.).  The  Imperial 
Tariff.  London:  Eyre  A  Spot- 
tiswood.    1906.    16mo.    pp.   819. 

Saxtok  (E.  S.).  Protective  Duties 
and  what  the  Foreigner  would 
Pay.  Cambridge:  UnlTersity 
Press.    1905.    8to.    pp.    81.    wL 

UH8I6HXD.  Repertoire  gto^ral  du 
commerce  national  et  interna- 
tional.  France — colonies.    2  vols. 


Paris:  Chevalier  et  Riviere.    1906. 
8vo.    pp.  1059,  678.    82  fr. 


In  PeriodieaU. 

GiBBTTi  (G.).  La  leggenda  dorata 
dell'  Italia.  Giom.  degli  Econ., 
Feb.  [Attacks  the  legend  that 
Italv's  prosperity  is  due  to  pro- 
tectionism.] 

Gbaxtz  (C).  La  Belgique  et  hi 
projet  d'entente  touaoniique  avec 
la  HoUande.  Rev.  Scon.  Intern., 
Feb.  [From  the  Belgian  point  of 
view.] 

KxLLBB  (A.  G.).  Portuguese  Colo- 
nization in  Brazil.  Yale  Rev.. 
Feb.    [A  careful  historical  study.] 

Mabbz  Otxms  (M.  de).  Le  rap- 
prochement entre  la  Hollande  et 
la  Beldque.  Rev.  Econ.  Intern., 
Feb.  [lnx)m  the  Dutch  point  of 
view.) 

MxBSBiTH  (H.  O.).  Protection  of 
Young  Industries.  Econ.  Joum., 
March.    [The  possibility  of  such 

grotection  being  advantageous 
\  admitted,  the  probability 
doubted.  Concentration  on  cer- 
tain '"younff*'  industries  is  advised, 
but  with  uttle  hope  that  any 
country  will  take  the  advice.] 

OsKBOFF  (I.).  La  question  sucrifere 
en  Russie.  Rev.  Econ.  Intern., 
Jan.  [Why  Russia  withheld  from 
the  Brussels  convention.] 

ROCHU88XK  (T.).  Die  Bedeutung 
der  Zshlen  der  sogenannten  pas- 
siven  Handelsbilanz.  Jahrb.  f. 
Nat.  Oek.,  Jan. 


Digitized  by 


Google 


490 


QUARTERLY  JOURNAL  OF  ECONOMICS 


VIIL    MONEY,  BANKING  AND  SXCHAKGS. 


Dbpitbk  (E.).  L«  moayement  de 
concentnlion  dans  les  bmqiiat 
aUemaDdat.  ParU :  RonsteML 
1906.    8yo.    pp.  266.    5fr. 

Dtbois  (J.).  L^ainplre  de  rargent. 
Btode  siir  U  Cnine  flnand^re. 
Parii:  OnilmoU.  1906.  8to. 
6  fir. 

Eabtov  (H.  T.).  Money,  Ex- 
change, and  Banking.  London : 
Pitman.  1906.  8to.  pp.  812. 
6f. 

[Treatt  subject  in  practical,  the- 
oretical, and  legfA  aspecte;  in- 
tended for  bank  offidau  and  stu- 
dents of  commerce.  1 

England  (M.  T.).  Speculation  in 
its  Relation  to  the  World's  Pros- 
perity 1897-1908.  Uniyersitj  of 
Kebraska  Studies,  YL  Lincoln. 
1906.    8yo.    pp.  87. 

Odbbsxx  (L.).  Die  Abnahme  der 
franxds.  Eriegsentschadigung 
1870-71,  auf  Qrund  der  Materi- 
alien  im  ArchiT  Strassburgs  dar- 
gestellt.  Berlin:  J.  Quttentag. 
1906.    8to.    pp.85.    3m. 

[L.  Say's!  well-known  report  on 
the  payment  of  the  indemnity  is 
incorporated  as  part  of  this 
paper.] 

Johnson  (J.  F.).  Money  and  Cur- 
rency. Boston :  Ginn  A  Go. 
1906.    8to.    pp.896.    $1.75. 

[A  clearly  written  treatise  by 
a  well-inlormed  and  fair-minded 
eccmomisu] 

Koch  (F.).    Der  Londoner  GeldTer- 
kehr.      Stuttgart:   J.    G.  Cotta. 
1905.    8va    pp.  127.    2.50  m. 
[In  Munchener  Tolksw.  Stndien.] 

Landmann  (J.).  Das  schweiser- 
ische  Bankgesets.  Untersuchung- 
en  cur  Geschichte  und  Kritik  des 


QesetiesYom  6  OcL  1905  nsber  4te 

schweia.    Nationalbank.     Zarick: 

Schulthess.    1906.    dro.    ppt  ns. 

3.80  m. 
Kt^scHXLKB  (H.  K).     Die  ZarUbm 

Kantonalbank     1870-1904.       Zi- 

rich:Bascher^Co.  Sro.  6L50s. 
Skixa  (B.).    La  ^wyulaitene  earn 

merdale  e  le  criai  di  prodoiiona. 

Turin:    FrateUi    Bocca.      ISOOL 

8to.    pp.  27a    5 1. 
SnxYKNANT.    (A.).       La     cbIsm 

d*^pargne.       Lille:    Lefebfe-Dia- 

crocq.    1906w    8to. 
YiDAX  (E.).     Les  deartng-booMSb 

Chambres      de     oompensatiooiL 

Paris.    1906.    8Ta 
Villa  (U.).   La  casa  di  S.  Geergio : 

memorie  e  documentL     Gensrva^ 

1905.    160I0.    pp.137.    8L 
Wallich  (P.).    Die  Kons^tratftosi 

im  deutachen  Bankweeen.     Bei- 

trag  cur  gegenwartigen  wirthaek. 

Organisation.     Stut^art :   J.   G. 

Cotta.    1905.   8Ta   pp.180.   4m. 
[In  Munchener  yolks w.  Stndien.] 

Im  PeriodicaU, 

Hkbz  (E.).  Dentschlands  analind- 
ische  Banken.  Ann.  des  Deatack 
Reichs,  1906,  1. 

Olshaussn.  Die  Begdung  dss 
Pfandleihergewerbes  im  Dentadnsn 
Reich.  Jahrb.  1  Gesetig.,  1906^ 
Heftl. 

SOHACHNSB     (EL).    Die 
und  kommunale 
tik  der  neuesten  Z^t.    Jahik  1 
Nat.  Oek.,  Feb. 

YiBssNiNe  (G.).  La  bourse  d* Am- 
sterdam comme  centre  flnander 
d*aQjourd*hui  Ber.  Boon.  In- 
tern., March. 


IX.    FINANCE  AND  TAXATION. 


BxALN  (J.  H.).  The  Law  of  For- 
eign Corporations  and  Taxation 
of  Corporations,  both  Foreism  and 
Domestic  Boston :  W.  J.  NageL 
1904.    8to.    PD.1149. 

[Tery  Taluaole  to  students  of 
finance.  GItos  the  beet  account 
aTailable  of  the  law  relating  to  the 


taxation  of  C(»poratiMis  in  the 

United  States.^ 
BuoHAN  (J.).    The  Law  rdating  to 

the  Taxation  of  Foreign  Income. 

London:    Stevens.     1905.     Sra 

pp.  IxxxlY,  121    10s.  6(i. 
[Preface  by  R.  H.  Haldane.1 
Bullock  (C.  J. ).  Selected  Readings 


Digitized  by 


Google 


RECENT  PUBUCATIONS  UPON  ECONOMICS 


491 


in  Pablle  Finance.    Boston:  Ginn 

A  Co.   1906.    8yo.  pp.  (HI.   $2.25. 

[Prepared  for  use  of  classes.] 

Caboako  (C,  Ministre).  Expose 
financier  dn  royaome  d^Italie. 
Rome:  Bntero.    1905.    4to. 

Fox  (A.  W.).  The  Rating  of  Land 
Values.  London:  P.  8.  King. 
1906.    8to.    pp.  182.    as.  M. 

Fbikdmakk  (M.).  Die  rossischen 
Finanzen.  Eine  wirtschaf  tt  Bilanz 
des  absoluten  R^[lments.  Her- 
ansff.  y.  der  ross.  Sorrespondenz. 
Berlin:  8.  Cronbacb.  1906.  8yo. 
pp.95.    1.20  m. 

Mbbbtam  (C.  E.).  Report  on  the 
Municipal  Revenues  of  Cliicago. 
Chicago:  The  City  Club.  1906. 
Sra    pp.  161. 

[A  second  edition  of  this  valu- 
abie  investigation,  containing 
some  additional  material.] 

Tababsau  (G. ).  Traits  th^rique 
et  pratique  de  Teztinction  des 
dettes  de  I'^tat  par  la  d^cheance 
quinquenniale.  Puis:  Sirey.,  1906. 
8vo.    7fr. 

Tbbschbb  (E.).  Die  Entwickelung 
des  Steuerwesens  im  Herzogt. 
Sachsen-Gotha.  Jena:  O.Fischer. 
1905.    8to.    pp.717.    8m. 

[In  Abhandf.  des  staatsw.  Semi- 
nars zu  Jena,  ed.  by  J.  PierstorfT.] 

Unsiohbd.  Contribution  des  pa- 
tentee. L^gisUktionettarif.  Paris: 
Dupont.  1906.  8vo.  pp.  400. 
5fr. 

In  PeriodieaU. 

Bbbnbb  (A.).  Die  indirekten 
Steuem  und  der  Steuerbesriff. 
Ann.  des  Deutsch.  Reichs,  1901, 
11  and  12.  [Threshes  over  old 
straw.] 

CiLLBOi^s  (A.  des).  L'^?olut{on 
budg^taire  en  France  au  XIX* 
si^cle.  Bev.de8ci.etdeL^g.Fin., 
III.,  4.    [An  exhaustive  stud  v.] 

Corot  (G.).  Die  Reichssteuerreiorm. 
Jahrb.  f.  Nat  Oek.,  Jan. 

Edgbwobth  (F.  Y.).  Recent 
Schemes  for  Rating  Urban  Land 
Values.     Econ.    Joum.,   March. 


[A  continuation  of  Professor  Edge- 
worth's  article  in  the  same  journal 
for  Dec,  1900;  discussing  acutely 
the  recent  Royal  Commission  Re- 
port, and  showing  how  untenable 
are  the  common  arguments  against 
such  taxation.] 

Hoffman  (U.).  Die  Reicliserb- 
schaftsteuer.  Ann.  des  Deutscli. 
Reichs,  1906,  1  and  2.  [A  study 
of  the  proposed  tax  recently  laid 
before  tne  Reichstag.  Author  ad* 
vocates  its  adoption.] 

Kbhm  (O.).  Zur  Geschichte  der  Be- 
steuerung  des  Tabaks  in  Hesse- 
Darmstadt.  Fin.  Archiv,  28,  1. 
ri>eals  with  period  from  1640  to 
1828.] 

K6ppb(H.).  IstdieWerthsuwachs- 
steuer  iiberwalzbar?  Fin.  Archiv. 
28,1.    [The  Ux  cannot  be  shifted.] 

Metbb  (H.).  Ueberblick  iiber  die 
franzosischen  Kinkommensteuer- 
projecte  nach  Annahme  der  Reso- 
lution vom  10  Februar,  1887.  Fin. 
Archiv,  28, 1.    [A  valuable  study.] 

Obtloff.  BesteuerunederKonsum- 
vereine.  Jahrb.  f.  Nat.  Oek.,  Feb. 
[Against  the  policy  of  repressive 
taxation  of  co-operative  associa- 
tions initiated  in  a  number  of 
German  sUtes  to  protect  the  small 
retailers.) 

Pbato  (G.)  Finanza  di  guerra  al 
Giappone.    Riforma  Soc.,  Jan. 

Schmidt  (A.).  Die  Tarife  der 
deutschen  Reichs-  Post-  und  Tele- 
graphenverwaltung.  Fin.  Archiv, 
23,  1.  [An  exhaustive  investiga- 
tion.) 

Yeochio  (G.  del).  La  riforma  tri- 
butaria  nel  Comune  di  Alessan- 
dria.   Riforma  Soc..  March. 

WAeiTBB  (W.).  Die  finanzgebamng 
des  Deutschen  Reichs  und  der 
Deutschen  Bundesstaaten.  Fin. 
Archiv,  23,  1.  [A  valuable  re- 
view of  the  finance  statistics  of 
the  empire  and  the  several  states, 
now  collected  by  the  imperial  sta- 
tistical bureau.] 

ZuccoLi  (G.).  Contro  una  pere- 
quazlone  tributaria.  Riforma  See, 
March. 
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X.    CAPITAL  AND  ITS  OBGAinZATION:  COBCBIKATIOK8. 


Bozzon  (U.).  I  ■indiaOi  indiiflii- 
alL  Milan:  Soc  editrice  UbrarU, 
1900.    8TO.    pp.846.    101. 

HiBST  (F.  W. }.  Monopolies,  Tnistt, 
and  Kartelu.  London:  Metbnen 
A  Co.    ISmo.    pp.  179.    28.  M. 

[An  interafting  and  ntefnl  ttudT 
by  a  believer  in  free  oompeu- 
tion.] 

Mbtxb  (H.  R.).  Mnnidpal  Owner- 
•bip  in  Great  Britain.  New  Tork : 
Macmlllan.  1906.  Sro.  pp.840. 
$1.60. 

[Treats  of  Brititb  experiments 
wltb  mnnidpal  tramways,  gas, 
and  electric  ligbting  plants.  Con- 
sistently critioU  toward  monicipal 
ownersbip.] 

Rathxnau  (K.).  Der  Btnflnss  der 
Eapitals-  and  Prodnktionsyermeb- 
rong  auf  die  Prodnktionskosten 
der  deutscben  Mascbinenindns- 
trie.  Jena:  Q.  Fiscber.  1906. 
8to.  pp.  91.  2  m. 
[In  Conrad^s  Abbandlongen.] 

In  Peri^dieaU, 

Allkk  <W.  8.).  Street  Railway 
FrancbiseB  in  Massacbosetts.  An- 
nals Amer.  Acad.,  Jan. 

Akdbbades  (A.).  Tbe  Cnrrant 
Crisis  in  Qreece.  l^n.  Jonm., 
Marcb.  [A  furtber  account,  sup- 
plementing an  earlier  article  in 
tbe  same  Journal,  of  tbe  curious 
legislation  and  trade  agreements 
for  keeping  up  tbe  price  of 
currants.] 

Ashley  (Percy).  Tbe  Water.  Gas. 
and  Electric  Llgbt  Supply  of 
London.  Annals  Amer.  Acad., 
Jan. 

B^VrTGER  (H.).  Les  tendances  r^ 
formatrices  dans  la  protection 
accord^e  k  rinventeur.  Ber. 
£con.  Intern.,  Marcb. 

Bbooks  (R.  C).  Tbe  Municipal 
Qas  Works  of  Berlin.    Yale  Rct., 


Feb.    [Traces  tbe  bistray  <tf  tbe 
enterpnse  down  to  1881.1 

Crawfobd  (Robert).  6bMfow*s 
Experience  witb  Municipal  Own- 
ersbip and  ()perati<m.  Annals 
Amer.  Acad.,  Jan. 

OB088BB  (H.  S.).  Tbe  MoT«meat 
for  Municipal  Cwnersbip  in  Cb^ 
eago.    Annals  Amer.  Aosd.,  Jan. 

Haas  (A.)  La  questioa  des 
^trusts'*  aux  Etats-Unis.  Rer. 
Soon.  Intern.,  Jan. 

Howe  (F.  C).  Municipal  Owner- 
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WAGES  AND  PRICES  IN  RELATION  TO  INTER- 
NATIONAL TRADE. 

The  main  thesis  of  this  paper  is  that,  in  considering  the 
working  of  international  trade,  attention  should  be  paid 
more  to  the  range  of  money  incomes,  and  less  to  the  range 
of  prices,  and  that,  in  gauging  the  advantages  which  a 
country  secures  from  international  trade,  we  should  look 
primarily  to  the  range  and  the  variations  of  money  in- 
comes. 

It  is  usually  set  forth  that  the  country  where  prices  are 
highest  gains  most  from  international  trade,  and  the 
country  where  prices  are  lowest  gains  least.  The  range 
of  prices  obviously  enough  is  not  per  se  of  consequence. 
High  prices  simply  mean  the  use  of  more  counters  in 
exchange.  But  in  buying  imported  commodities  those 
whose  domestic  transactions  are  carried  on  with  many 
counters  have  an  advantage.  Foreign  goods  are  not  so 
high  in  price,  and  are  procured  more  easily.    Conversely, 
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countries  with  low  prices  are  ill  off  as  regards  imported 
goods,  which  are  bought  on  hard  terms  by  people  whoee 
scale  of  money  prices  is  low. 

This  statement  of  the  case  would  be  open  to  no  exception 
if  the  words  ''money  incomes"  were  used  throu^out 
when  stating  the  situation  of  the  people  of  a  given  country* 
It  is  hi^  money  incomes  that  are  of  consequence  in 
international  trade,  not  hi^  prices.  In  fact,  a  country 
may  have,  not  hi^  prices,  but  low  prices,  and  still  be  in 
an  advantageous  position  as  regards  international  trade. 
High  money  incomes  do  not  necessarily  or  commonly  mean 
high  prices.  It  is  by  a  consideration  of  the  relation 
between  money  incomes  and  prices,  of  the  possibilities  of 
divergence  or  parallelism  between  them,  that  some  con- 
tribution may  perhaps  be  made  toward  better  under* 
standing  the  phenomena. 

Let  us  consider,  for  this  purpose,  a  country  in  which 
wages  and  other  money  incomes  are  high.  The  United 
States  serves  our  purpose.  It  has  a  hi^  range  of  money 
incomes.  It  is  commonly  thought  to  have  also  high  prices. 
Let  us  compare  its  situation  with  that  of  the  European 
countries  with  which  it  trades,  and  ascatain  wherein  it 
gains,  and  how  far  its  gains  are  connected  with  the  prices 
of  goods  and  the  money  rates  of  wag^s  and  other  incomes. 
For  the  sake  of  simplicity,  in  speaking  of  the  United  States 
and  of  other  similar  countries,  I  shall  use  indifferently  the 
terms  "money  wages"  and  "money  incomes,"  leaving  it 
to  be  understood  that,  with  due  allowance  for  causes  of 
possible  difference,  not  wages  only,  but  other  money  in- 
comes as  well— rents,  profits,  interest,  the  earnings  of 
independent  farmers  or  artisans — tend  to  be  correspond- 
ingly high. 

We  may  begin  by  recalling  some  of  the  familiar  principles 
of  international  trade.  Under  a  state  of  freedom,  goods 
that  are  imported  and  exported  will  sell  at  approximately 
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the  same  prices  the  worid  over.  There  will  of  course  be 
differences  from  cost  of  transportation.  Imported  goods 
will  sell  at  prices  hi^er  than  their  prices  in  the  exporting 
coxmtries  by  the  amount  of  cost  of  carriage.  Sometimes  a 
commodity  that  newly  enters  into  foreign  trade— one  that 
a  shrewd  merchant  discovers  to  be  cheap  in  one  country 
and  salable  in  another — ^will  sell  in  the  importing  coxmtry 
at  a  large  advance ;  and  doubtless  the  action  of  competition 
in  levelling  profits  and  reducing  such  differences  of  prices 
to  the  ''normal"  point  is  not  so  quick  and  thorough  as 
the  economists  are  disposed  to  believe.  But,  on  the  whole, 
we  may  reason  on  the  assumption  that,  imder  conditions 
of  freedom,  those  commodities  that  enter  into  international 
trade  have  a  common  price  the  world  over.  The  extraor- 
dinary cheapening  of  transportation  during  the  last 
half-century,  the  easy  transmission  of  news,  the  perfected 
organization  of  markets  and  exchanges,  contribute  to  make 
this  assumption  a  safe  one  for  all  the  great  staples.  Cus- 
toms duties,  of  course,  are  an  important  cause  of  differ- 
ences in  price.  Of  these  something  more  will  be  said 
presently.  But  the  fundamental  principles  can  be  best 
elucidated  by  tracing  their  operation  xmder  free  trade. 

Every  country  will  export  those  things  which  are  cheap 
in  its  borders, — ^whose  prices  are  so  low  that  they  can  be 
shipped  to  foreign  countries  and  still  sold  at  the  advance 
needed  to  cover  cost  of  carriage.  And  those  things  will 
usually  be  cheap  which  are  produced  with  a  comparatively 
small  amount  of  labor, — those  in  which  the  efficiency  of 
labor  is  great.  A  country  with  high  money  wages,  like 
the  United  States,  can  yet  put  goods  on  the  market 
(whether  the  domestic  market  or  the  foreign)  at  low  prices 
if  its  labor  is  productive.  Such  is  the  familiar  situation 
as  to  our  great  agricultural  staples.  The  money  incomes 
of  those  who  grow  wheat  in  the  United  States— whether 
the  earnings  of  the  independent  farmers  or  the  wages  of 
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the  laborers  whom  they  hire — are  larger  than  the  incomes 
and  wages  of  wheat-growers  in  most  other  countries.  But 
the  wheat  can  none  the  less  be  sold  at  a  low  price  in  the 
United  States,  and  can  be  exported  from  the  United  States, 
because  our  labor  is  efficient  in  producing  it.  Why  the 
labor  is  efficient  is  no  part  of  the  present  inquiry.  One 
cause  clearly  is  the  abundance  of  fertile  land;  a  cause 
no  less  important  is  the  wide-spread  intelligent  use  of  good 
agricultund  machines.  These  very  agricultural  machines 
— to  mention  another  article — are  largely  exported  from 
the  United  States,  tho  the  wages  of  the  workmen  who 
fashion  them  are  high;  because  the  methods  of  making 
them  have  been  highly  perfected,  and  the  labor  of  the  work- 
men is  correspondin^y  efficient.  To  turn  to  another  case, 
the  earnings  of  the  negroes  who  grow  cotton  in  our  Southern 
States,  low  as  they  may  be  when  measured  by  ordinary 
American  standards,  are  higher  than  those  of  the  fellaheen 
in  Egypt  or  the  ryot  in  India.  Yet  American  cotton  can 
be  sold  as  cheap  as  that  of  Egypt  or  India.  The  boH  and 
climate  make  the  Southern  negro's  labor  effective,  and 
doubtless  in  some  degree  a  better  organization  and  direc- 
tion of  his  labor  contribute  also  to  make  it  effective. 

All  this  is  but  a  restatement  of  the  principle  of  com- 
parative costs, — that  a  country  will  export  tlioee  things 
in  which  it  has  a  comparative  advantage.  The  exposition 
of  that  principle  would  be  much  simpler  and  more  effective 
if  it  were  made  clear  (the  common  form  of  statement 
fails  to  make  it  so)  that  those  things  in  which  a  coimtry 
has  a  ''comparative  advantage''  are  those  which  are  likely 
to  be  low  in  price.  International  trade,  like  all  trade, 
though  fimdamentally  a  matter  of  barter,  is  proximately 
a  matter  of  price.  A  coimtry  sells  abroad  those  things 
which  it  can  produce  at  low  prices  at  home.  Ordinarily, 
those  things  are  produced  at  low  prices  at  home  in  which 
its  labor  is  efficient. 
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Let  US  proceed  to  the  next  stage  in  the  analysis:  what 

will  be  the  range  of  prices  for  those  commodities  which 

do  not  enter  into  the  sphere  of  international  trade, — those 

which  are  not  exported  or  imported,  but  are  bought  and 

sold  solely  within  the  country?    The  quantity  of  such 

commodities  is  very  great,  and  in  all  countries  probably 

much  exceeds  that  of  commodities  having  a  world  range 

of  prices.    Many  things  are  too  bulky  to  be  transported 

over  any  considerable  distance, — as  stone,  bricks,  timber. 

Many  are  perishable,  as  milk,  butter,  eggs,  fruits,  vegetables. 

No  doubt  modem  improvements  in  the  transportation  of 

bulky  goods  and  in  the  preservation  of  those  that  are 

peridiable  tend  to  enlarge  the  sphere  of  foreign  trade. 

But  such  things  are  still  sold  mainly  in  their  own  region 

and  at  the  prices  of  their  own  region.    House-room  and 

shelter — a  most  important  article  of  constunption  and 

purchase— cannot  be  transported  at  all,  and  so  may  vary 

widely  in  price  in  different  countries.    Some  of  the  articles. 

used  in  building  houses — boards  and  laths,  doors  and 

windows,  locks  and  hinges — may,  indeed,  be  sent  to  distant 

regions.    But  even  these  are  much  affected  by  the  customs 

and  fashions  of  the  several  countries,  and  are  usually  made 

and  sold  on  the  spot  or  near  it.    A  multitude  of  articles 

which  might  conceivably  be  brought  from  foreign  coimtries 

are,  in  fact,  made  chiefly  at  home,  because  of  the  persistent 

sway  of  habit  and  tradition.    Such  are  clothing  and  boots, 

tools  and  machines,  wagons  and  harness.    The  reader's 

imagination  will  easily  enlarge  the  list.    The  prices  of 

all  these  things  are  determined  under  domestic  conditions. 

They  do  not  enter  into  international  trade,  and  have  no 

world  level  of  prices. 

Most  persons  would  say  that  the  prices  of  such  commod- 
ities— it  will  be  convenient  to  speak  of  them  as  domestic 
commodities — will  be  high  in  coimtries  where  money 
incomes  are  high  and  low  where  money  incomes  are  low. 
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But  this  by  no  means  follows.  The  range  of  domestic 
prices  in  a  country,  as  compared  with  the  range  of  prices 
of  the  same  things  in  other  coimtries,  depends  on  the 
efficiency  of  labor  in  producing  those  commodities  that 
do  not  enter  into  international  trade. 

Looking  at  the  United  States  as  our  example,  we  find 
some  things  higher  in  price  than  in  European  countries, 
some  things  lower.  We  know,  of  course,  that  the  exported 
articles — ^wheat,  corn,  flour,  meats,  cotton — are  as  cheap, 
even  somewhat  cheaper.  But  how  about  domestic  com- 
modities? Some  are  dearer,  some  are  cheaper.  Com- 
parison is  often  difficult,  because  the  qualities  of  things 
vary;  but  every-day  observation  suffices  to  establish 
significant  differences.  Wheat  and  flour  are  cheaper,  yet 
bread  from  the  bake-shop  is  dearer.  Most  fruits  are  as 
cheap  or  cheaper  in  the  United  States,  especially  when  they 
have  been  transported  some  distance.  In  the  inmiediate 
region  of  fruit-growing,  fruits  are  often  cheaper  in  Europe. 
Eggs  are  dearer  in  the  United  States.  Milk  and  butter 
are  usually  dearer  also.  Bituminous  coal  is,  in  most  parts 
of  the  United  States,  as  cheap  or  cheaper.  Anthracite  coal 
is  dear;  but  comparison  with  a  corresponding  article  in 
European  coimtries  is  not  feasible.  The  simpler  kinds  of 
cotton  clothing  are  cheaper.  Boots  and  shoes  are  as  cheap, 
probably  cheaper.  Woollen  clothing  is  dearer.  Here  the 
effect  of  the  duties  on  wool  must  be  reckoned  with;  but 
ready-made  woollen  clothing  is  not  so  comparatively  high 
in  price  as  that  made  to  order.  Household  furniture  is 
cheaper;  hardware  and  kitchen  utensils  are  probably  also 
cheaper  when  due  allowance  is  made  for  quality.  All  things 
that  involve  personal  service — cab  fares,  hotel  charges, 
servants'  wages — are  markedly  higher  in  price. 

An  interesting  case,  and  one  that  serves  to  bring  out 
both  the  difficulties  of  comparison  and  the  working  of  the 
imderlying  forces,  is  that  of  house-room.    The  amount 
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that  is  actually  paid  out  for  house  rent  is,  scale  for  scale 
in  the  social  stratification,  higher  in  the  United  States. 
But  in  most  cases  more  is  got  for  the  money.  The  space 
is  ampler,  the  lighting  better,  the  appurtenances  more 
convenient.  Persons  of  the  well-to-do  class  who  spend  a 
season  in  Europe  will  commonly  pay  less  for  house  rent 
than  they  would  expect  to  pay  in  the  United  States,  but 
they  are  commonly  content  with  less  agreeable  and  con- 
venient accommodations.  A  significant  difference  is 
observable  between  houses  made  chiefly  of  wood  and  houses 
built  of  brick  and  stone.  Masonry  wotk  is  dearer  in  the 
United  States :  wood  work  is  as  cheap  or  cheaper.  Houses 
of  brick  or  stone  cost  more  to  build  than  in  Europe.  If 
built  of  wood,  they  cost  less.  The  explanation  is  that 
machinery  can  be  appUed  to  manipulating  wood  more 
easily  than  to  brick  or  stone.  Given  the  same  efficiency 
of  labor,  the  same  output  per  day  per  man,  and  it  is  evident 
that,  if  you  pay  higher  wages,  you  must  charge  higher  prices. 
Such  is  the  case,  in  the  main,  with  brick  and  masonry 
work  in  the  United  States  as  compared  with  Europe. 
Brickmaking  and  bricklaying,  stone-cutting  and  masonry, 
are  done  chiefly  by  manual  and  artisan  labor,  tho  in 
brickmaking  and  in  stone-cutting  there  is  probably,  in  the 
United  States,  somewhat  greater  use  of  power  and  ma- 
chinery. Wages  being  higher,  and  the  efficiency  of 
labor  no  greater,  prices  must  be  higher.  Wood  working, 
on  the  other  hand,  from  the  rough-sawn  timber  to  the 
last  moulding  on  the  door  or  windows,  is  done  in  the 
United  States  with  a  great  use  of  machinery;  and,  what  is 
most  significant,  with  a  greater  use  of  machinery  and  labor- 
saving  devices  than  in  any  other  country.  Labor  is  thus 
made  more  efficient,  and,  though  more  highly  paid,  its 
product  is  not  necessarily  sold  at  a  higher  price.  Given 
a  sufficient  advantage  in  efficiency,  and  the  product  will 
even  be  cheaper.    If  the  work  on  your  wooden  house  is  aU 
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done  on  the  spot  by  carpenters,  it  will  be  dearer  in  the 
United  States;  but,  if  the  carpenters  snnply  put  tog^etho^ 
in  short  order  the  machine-made  pieces  from  the  saw- 
miU  and  factory,  it  will  be  cheaper  in  the  United  States. 
The  latter  is  the  way  in  which  the  great  majority  of 
houses  are  built  in  the  United  States  for  persons  oi  small 
means  or  moderate  means;  and  such  houses  are  as  dieap 
as  in  Europe  or  cheaper,  and  the  house  rent  for  tiiem 
is,  quality  and  convenience  considered,  as  low  or  lower. 

This  explanation  of  the  range  of  house  rents  applies, 
strictly  speaking,  only  to  the  selling  price,  or  ci^ital  value, 
of  the  building  and  improvements.  The  rental  is  coni- 
pounded  of  a  return  on  this  investment  and  of  premium 
for  the  advantage  of  the  site,  namely,  economic  rent  proper. 
The  first  of  these  items,  interest  on  capital,  is  affected  by 
causes  very  different  from  those  that  govern  prices  and 
wages.  The  rate  of  interest  may  be  high  where  money 
wages  are  low,  and  low  where  wages  are  high.  In  fact,  how- 
ever, the  variations  in  the  rate  of  interest  among  civilized 
coimtries  are  not  so  great  that  we  have  here  an  important 
qualification  of  our  conclusion  as  to  the  causes  acting  on 
the  price  of  house-room.  Differences  in  the  cost  of  building 
will  affect  this  part  of  the  rental  much  more  than  differences 
in  the  rate  of  interest.  As  to  economic  rent,  the  case  is 
simpler:  this  return  may  be  expected  to  vary  pari  passu 
with  money  incomes.  To  apply  the  familiar  theorem,  rent 
is  here  the  result  of  price,  and  not  among  the  causes  of 
price.  Where  the  general  range  of  wages  and  of  income  is 
high,  the  amount  that  will  be  paid  for  an  advantageous 
or  indispensable  site  will  be  correspondingly  high.  Hence 
we  are  prepared  to  learn  that  the  rents  of  tenements  in 
New  York  City  are  high.  The  investment  in  them  is 
heavy.  Their  brick  work  is  done  by  highly  paid  artisans, 
with  little  use  of  labor-saving  machinery.  A  crowded 
population,  with  a  high  range  of  money  incomes,  causes 
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economic  rent  to  rise  to  portentous  heights.  On  the 
other  hand,  in  smaller  cities  and  in  the  suburbs  of 
most  larger  cities,  modest  wooden  houses  for  artisans  are 
cheap.  Economic  rent  enters  Uttle,  and  the  cost  of  build- 
ing is  comparatively  low. 

Similar  reasoning  can  be  applied  to  the  rental  of  business 
structures.  The  steel-frame  office  building  in  the  United 
States  probably  costs  less  per  unit  of  available  space  than 
similar  buildings  in  Europe.  The  less  ambitious  brick  or 
stone  business  structure  probably  costs  more.  The  total 
rental  is  a  compoimd  of  interest  and  economic  rent,  the 
latter  exercising  a  preponderant  influence  on  those  sites 
where  there  is  demand  for  the  enormous  amoimt  of  floor 
space  provided  in  the  huge  office  building. 

Ordinary  pick-and-shovel  work  costs  more  in  the  United 
States:  sewer-digging,  street-making,  the  grading  of  a 
railway.  Wages  are  higher,  and,  man  for  man,  no  more  is 
accomplished,  or  Uttle  more.  It  is,  indeed,  often  said  that 
the  efficiency  of  such  labor  is  greater  in  the  coimtries  of 
higher  wages:  the  laborer,  getting  more  food,  can  do  more 
work.  There  is  doubtless  truth  in  this,  in  comparing  the 
laborers  of  starvation  countries,  like  British  India,  with 
those  of  coimtries  where  life  is  less  cheap.  But  I  have 
always  been  doubtful  as  to  the  sweeping  appUcation  of 
this  sort  of  reasoning.  The  rice-fed  Chinaman  or  Japanese 
seems  to  do  as  much  in  a  day  as  the  beefy  Englishman; 
the  frugal  Italian  as  much  as  the  extravagant  Irishman. 
Hence  we  may  expect  the  product  of  ordinary  manual 
labor  to  cost  more  (in  money)  in  a  country  like  the  United 
States.  No  doubt  much  work  that  seems  to  be  solely  of 
this  kind  is  affected  by  the  degree  and  extent  to  which 
machinery  and  labor-saving  devices  are  used.  The 
familiar  apparatus  of  sewer-construction  in  the  United 
States  is  vastly  superior  to  anything  of  the  sort  in  common 
use  on  the  continent  of  Europe.    The  same  is  true  of 
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the  railway  contractor's  outfit.  So  far  as  the  Amoican 
engineer  and  contractor  can  secure  by  such  means  greater 
efficiency  of  labor,  the  hi^  money  wages  do  not  bring  hi^ 
expenses  and  high  prices. 

Railway  freight  rates  are,  on  the  ^diole,  lower  in  the 
United  States.^  That  they  should  be  lower  or  as  low, 
notwithstanding  the  higher  wages  of  all  railway  employees, 
is  clear  proof  that  the  efficiency  of  railway  operations  in 
the  United  States  is  greater  than  in  Europe.  Hie  lower 
rates  for  freight  and  the  greater  extension  ot  facilities  for 
long  distance  traffic  go  far  to  explain  the  ccmiparativdy 
low  prices  of  many  commodities, — fruits,  coal,  even  bread- 
stufifs  and  meats.  One  great  cause  of  the  general  efficiency 
of  labor  in  the  United  States  and  of  the  wide  diffusion  of 
material  prosperity  has  been  the  extraordinary  develop- 
ment of  the  geographical  division  of  labor;  and  for  this 
the  widely  ramifying  railway  net,  and  the  extent  and 
cheapness  of  railway  service,  have  been  indispensable. 
Street  railway  fares,  to  instance  another  curious  case,  are 
as  low  or  lower  in  the  United  States.  Even  at  the  lower 
fares,  they  commonly  yield  large  profits.  The  efficiency  of 
labor  must  be  very  much  greater. 

Retail  prices — I  mean  prices  at  retail  compared  to  prices 
at  wholesale — present  a  mixed  case.  If  the  operations  of 
the  retail  dealers  in  the  United  States  are  conducted  in 
the  same  way  as  in  Europe,  the  advance  of  retail  prices 

^  In  Measn.  Hoff  and  Sehwabaeh's  Soixhnn0nhaHi»eh4  BimmiMkntm  (Bariin. 
1006,  ehap.  vuL)  a  earefnl  eomparison  ia  made  bctwem  the  general  ranee  of  rmOway 
rates  in  Prussia  and  in  the  United  States.  Theeonelnsion  is  that,  when  due  allow- 
anee  is  made  for  Uie  different  position  of  express  and  post-oCSee  bvisiness,  for  pas- 
ssnfttf  fares,  for  capital  investment,  rates  are  in  reality  a  trifle  (1  pfennic)  lower 
In  Prussia.  The  mode  of  ealeulation  made  by  these  writers  seems  to  me  open  to 
eritioism,  more  espeeiaUy  in  regard  to  the  allowanee  for  creater  capital  investment 
in  Prussia.  Bat,  even  admitting  the  aeonraoy  of  the  ealeulatkm,  the  result  is  that 
the  money  rates  charged  for  railway  service  are  virtually  the  same  in  the  two  ooun- 
triea;  yet  the  money  wages  of  the  workmen  are  twice  as  high  in  the  United  States. 

So  far  as  passenger  rates  are  concerned,  comparison  is  not  easy,  since  the  bulk 
of  the  passengers  in  Eiurope  travel  third  daas,  with  accommodations  less  convenieni 
than  those  of  the  average  American  passenger;  ut,,  with  a  different  quality  of 
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over  wholesale  must  be  greater.  Otherwise  the  earnings 
of  the  retail  dealer  will  not  be  on  the  same  liberal  scale 
as  the  wages  and  earnings  of  the  rest  of  the  commmiity. 
But  if  the  retail  dealer's  work  is  done,  not  in  the  same  way, 
but  in  a  more  effective  way  than  in  Europe,  he  can  reap 
sufficiently  high  gains  with  no  larger  margin  of  profit. 
Both  situations  seem  to  exist.  The  large  department  store 
in  the  United  States  is  probably  conducted  with  greater 
efficiency  and  with  no  greater  advance  of  retail  over  whole- 
sale prices  than  in  European  countries,  tho  the  recent 
rapid  growth  of  this  sort  of  shop-keeping  in  Europe  makes 
the  difference  less  certain  than  it  would  have  been  ten  or 
twenty  years  ago.  On  the  other  hand,  a  great  deal  of 
retailing — probably  the  greater  part  of  the  simi  total  of 
this  sort  of  work — is  still  done  on  a  small  or  modest  scale. 
The  grocer,  butcher,  apothecary,  must  usually  be  near  his 
customer.  This  means  that  the  operations  are  scattered 
and  are  conducted  on  no  large  scale.  In  such  case  the 
advance  of  retail  prices  over  wholesale — the  retailer's 
'*  profit  "—is  greater  in  the  United  States.  Hence  it  may 
happen  that  an  article  which  is  exported  from  the  United 
States  to  Europe,  and  whose  wholesale  price  is  necessarily 
lower  in  the  United  States,  may  yet  be  dearer  here  to  the 
consumer.  Expense  of  transporting  the  great  staples 
across  the  ocean  has  been  reduced  to  a  very  narrow 
margin,  and  the  slight  difference  caused  by  this  in 
wholesale  prices  may  be  more  than  balanced  by  the 
greater  advance  of  retailer's  profits  in  the  coimtry  of  higher 
money  incomes.  Butcher's  meat  may  cost  the  consumer 
more  in  the  United  States,  even  though  dressed  beef  be 
sent  by  the  shipload  across  the  Atlantic.^ 

^  It  mAy  be  that  another  oaiue  enters  to  explain  the  faet  that  the  retail  prleee 
of  meat  produeta  exported  from  the  United  States  are  sometimes  hi^ier  here  than 
in  the  eountries  to  whieh  they  go, — a  phenomenon  whieh  has  doubtless  puuled 
many  observers.  The  Eastern  seaboard  regions,  and  especially  New  En^and,  are 
•oppUed  with  meat  ehiefly  by  the  great  packing  concerns  whose  headquarters  are 
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Persons  of  the  weU-to-do  classes  always  find  the  ex- 
penses of  living  incomparably  higher  in  the  United  States 
than  in  Europe;  and,  to  their  mind,  there  is  no  ques- 
tion that  prices  here  are  hi^er,  and  higher  in  proportion 
to  the  higher  range  of  money  incomes.  The  explanation 
is  partly  that  much  of  their  expenditure  is  for  personal 
services;  partly  that  another  large  slice  of  it  is  for  those 
articles,  imported  and  other,  which  are  really  high  in  price; 
partly  that  a  higher  scale  of  comfort  and  luxiuy  has  been 
established  by  prevalent  prosperity.  A  good  part  of  the 
income  of  the  weU-to-do  is  spent  for  services, — for  do- 
mestics, for  such  things  as  cabs  and  hotels.  Where  the 
range  of  wages  is  high,  these  things  are  expensive.  Wages 
'  for  domestic  service  are  particularly  high,  because  the  spirit 
of  democracy  makes  the  occupation  distasteful.  Ameri- 
cans who  resort  to  Europe,  on  the  other  hand,  always  find 
living  cheap;  for  domestic  service  and  all  that  hangs 
thereby  can  be  obtained  at  low  prices.  Again,  the  ex- 
penditure of  prosperous  Americans  at  home  is  directed  in 
large  degree  to  the  less  hackneyed  and  less  common 
articles, — to  the  hand-made  things  rather  than  the  machine- 
made  things.  The  hand-made  things  are  dear  in  a  country 
where  money  wages  are  high.  Clothing  made  to  order  is 
dear,  but  ready-made  clothing  is  by  no  means  dear  in  the 
same  degree.  Factory-made  furniture  is  cheap:  custom- 
made  furniture  is  extremely  dear.  Cab  fares  are  high: 
street  railway  fares  are  low.  Imported  articles  of  course 
would  be  no  higher  in  price  than  abroad,  or  very  little 
higher,  were  they  admitted  duty  free.    Being  subjected  to 


in  Chioaco.  These  have  a  more  or  leai  oompaet  pooling  or  prioe-fixmc  arraDce- 
ment,  and  very  likely  eharce  the  Eaetem  eonsumer  aomethinc  in  the  nature  of  a 
monopoly  price.  When  they  export,  My  to  England,  they  eannot  ejieieiie  «m1i 
a  monopoly  power,  and  their  prioee,  even  at  wholesale,  may  be  lower.  Whether 
the  facts  are  in  accord  with  this  explanation,  and  whether  we  have  here  another 
reason  for  the  peculiar  difference  of  En^ish  and  American  prices  of  meat,  I  am 
unable  to  say.  The  subject  u  an  appropriate  one  for  investigation  by  some  of  ow 
public  bureaus  of  statinties. 
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heavy  duties,  they  also  are  expensive.  It  is  probable  that 
the  most  effective  part  of  our  protective  system  is  now 
directed  against  the  articles  made  in  larger  proportion  by 
hand,  with  the  tool,  and  in  less  proportion  by  power,  with 
machinery.  These  are  the  things  most  likely  to  be  im- 
ported into  the  United  States,  and  most  enhanced  in  price 
by  the  protective  duties.  These  are  often,  though  by  no 
means  always,  the  commodities  bought  by  the  well-to-do; 
and  thus  there  is  groimd  for  saying  that  the  social  effects 
of  the  protective  system  here  are  very  much  less  objection- 
able than  in  coimtries  that  levy  effective  duties  on  the 
staples  of  life. 

In  sum,  it  can  be  said  that  the  United  States,  though  a 
coimtry  of  high  wages,  is  not  a  coimtry  of  high  prices 
for  the  great  mass  of  the  conununity.  It  is  so  in  large 
degree  for  the  rich  and  well-to-do.  The  artisans  and 
woridngmen  and  farmers  have,  indeed,  a  high  scale  of 
living,  for  they  have  plenty  to  spend;  but  the  domestic 
articles  they  buy  are,  on  the  whole,  not  dear.  They  are 
not  dear,  because  the  efficiency  of  labor  in  making  them 
is,  on  the  whole,  no  less  than  the  efficiency  of  labor  in 
making  the  exported  articles.  Imported  articles  which  are 
duty  free,  Uke  tea  and  coffee,  are  as  cheap  (barring 
cost  of  carriage)  as  in  foreign  countries;  and  here  also  the 
American  gets  the  full  benefit  of  his  higher  money  wages. 
So  far  as  the  protected  articles  are  concerned,  his  advan- 
tage is  simply  thrown  away. 

What  has  been  said  of  the  United  States,  the  typical 
coimtry  of  high  money  wages,  applies,  mutatis  mutandis, 
to  coimtries  of  low  wages.  Domestic  prices  in  a  coimtry  of 
low  money  wages  may  or  may  not  be  low.  Such  a  country 
is  usually — though  not  necessarily— one  with  an  all- 
around  inefficiency  of  labor.  Those  articles  as  to  which  its 
labor  is  least  inefficient,  and  which  are  transportable  or 
for  other  reasons  salable  abroad,  will  be  exported.    Though 
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they  may  be  turned  out  by  inefficient  labor,  they  can  yet 
be  add  at  the  international  price  because  the  expenses  of 
production — money  wages — are  low.  Domestic  commod- 
ities— namely,  such  as  are  not  exported  or  imported — 
may  be  comparatively  low  or  high  in  price,  according  as 
labor  in  producing  them  is  effective  or  ineffective.  The 
wages  of  servants  and  other  like  expenses  of  the  well-to-do 
are  sure  to  be  low. 

Out  next  inquiry  is,  What  causes  hi^  money  wages? 
The  answer  is  not  hard  to  find.  Those  countries  have 
high  money  wages  whose  labor  is  efficient  in  producing 
exported  commodities,  and  whose  exported  commodities 
command  a  good  price  in  the  world's  markets.  The 
general  range  of  money  incomes  depends  fimdamentally 
on  the  conditions  of  international  trade,  and  on  those 
conditions  only.  The  range  of  domestic  prices  then  fol- 
lows :  it  is  high  so  far  as  the  efficiency  of  labor  in  domestic 
commodities  is  small,  low  so  far  as  the  efficiency  of  labor 
in  domestic  commodities  is  great. 

The  situation  is  simplest  in  the  case — difficult  to  find 
in  the  real  world,  but  instructive  for  illustration  of  the 
principle — of  a  coimtry  having  a  monopoly  of  a  given 
article  of  export  or  set  of  exported  articles.  By  monopoly, 
of  course,  is  meant  not  that  the  producers  within  the 
country  fail  to  compete  effectively  among  themselves, 
but  that  the  producers  of  no  other  coimtry  compete  with 
them.  The  price  of  such  exported  articles  would  depend, 
in  the  manner  with  which  the  reader  may  be  supposed 
familiar,  on  the  equation  of  international  demand.  The 
more  the  consumers  in  other  countries  care  for  them,  the 
higher  will  their  prices  be  pushed.  The  less  the  labor 
with  which  these  articles  are  produced  at  home,  the  higher 
will  be  the  money  wages  resulting  from  these  high  prices. 
The  higher  money  wages  in  the  exporting  industries  will 
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set  the  standard  for  money  wages  in  the  country  at  large; 
and  the  general  high  wages  may  or  may  not  be  accom- 
panied, as  already  explained,  by  high  domestic  prices. 

Where  a  country  exports  in  competition  with  other 
countries, — the  weU-nigh  universal  case, — the  same  forces 
are  at  work.  The  prices  at  which  the  exports  are  sold 
depend  on  the  world  demand  for  the  commodity.  In 
that  world  demand,  or,  to  speak  more  carefully,  interplay 
of  demand,  the  extent  to  which  the  consumers  in  the  several 
coimtries  care  for  the  articles  imported  into  them  determines 
which  coimtries  shall  sell  their  exports  on  advantageous 
terms.  Those  countries  whose  exports  are  in  most  urgent 
demand  will  have  the  greatest  possibility  of  high  money 
incomes.  Whether  they  will  have  high  incomes  in  fact, 
depends  on  the  labor  cost  of  their  exports.  The  wheat 
which  is  exported  both  by  the  United  States  and  by  Russia 
sells  at  the  same  price;  but  that  price  means  large  money 
returns  in  the  country  of  machinery,  efficient  labor,  and 
cheap  internal  transportation,  and  low  money  returns  in 
the  country  which  lacks  these  advantages.  In  the  language 
of  Mill,^  '*  What  a  country's  imports  cost  to  her  is  a  function 
of  two  variables:  the  quantity  of  her  own  commodities 
which  she  gives  for  them,  and  the  cost  of  those  commo- 
dities. Of  these,  the  last  alone  depends  on  the  efficiency 
of  her  labour:  the  first  depends  on  the  law  of  international 
values;  that  is,  on  the  intensity  and  extensibihty  of  the 
foreign  demand  for  her  commodities,  compared  with  her 
demand  for  foreign  commodities." 

Where  a  country  produces  and  exports  specie, — gold,  let 
us  say, — the  case  may  seem  to  be  different;  yet  a  Uttle  con- 
sideration will  show  that  the  forces  at  work  are  the  same 
as  in  countries  producing  other  articles  of  export.  A  gold 
mining  country  may  or  may  not  have  a  high  level  of  do- 
mestic prices.    Gold  is  indeed  a  commodity  which  always 

iMin.  PHnc»p2m,  Book  lU..  ebafk.  zriiL,  §9. 
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is  readily  taken  by  foreign  countries.  Hie  demand  for  it 
is  sometimes  said  to  be  limitless;  more  carefully  stated,  it 
is  constant.  All  the  gold  produced  will  be  taken,  and  will 
be  distributed  the  world  over  among  virtually  all  the  trad- 
ing coimtries,  at  rates  of  pajrment  which  will  be  very 
slightly  modified  by  any  annual  or  decennial  increase  in 
the  quantity  sent  out  from  the  mining  countries.  If  now 
the  gold  is  produced,  and  produced  freely,  with  little  labor, 
— if  it  is  cheap  in  that  essential  sense, — the  mining  country 
will  have  high  money  incomes.  Such  was  the  case  in  Cali- 
fornia and  Australia  during  the  first  days  of  the  gold  dis- 
coveries. Prices  of  all  things  were  high  in  those  days ;  for  in 
commodities  at  large  labor  was  by  no  means  efficient.  In 
a  country  where  gold,  though  mined,  is  not  produced  und^ 
advantageous  conditions, — where  the  mines  are  poor  or 
mining  methods  at  a  low  stage, — ^money  wages  will  not  be 
high;  and  the  gold  will  not  be  mined  at  all  unless  it 
yields  as  large  money  incomes  as  other  possible  articles 
of  export. 

In  the  case  of  a  gold  mining  country  we  may  note  a 
qualification  which  indeed  should  be  borne  in  mind  for  all 
coimtries  and  for  all  commodities:  it  is  to  be  assumed 
that  the  exporting  industry  does  not  partake  of  the  char- 
acter of  a  monopoly  within  the  coimtry.  In  the  placer 
mining  days  of  California  and  Australia  any  laborer  with 
a  pan  and  a  stock  of  provisions  could  join  in  the  hunt 
for  gold,  and  high  money  wages  were  a  matter  of  course. 
When  more  elaborate  mining  set  in,  high  wages  still  con- 
tinued, so  long  as  the  mining  capitalists  competed  among 
each  other  for  laborers.  But  if  some  of  the  mines  were 
highly  productive  and  others  much  less  so,  the  efficiency 
of  labor  at  the  margin  of  mining  would  fix  the  range  of 
money  wages.  There  might  be  advantageous  production 
and  heavy  exportation  of  specie,  without  a  high  range  of 
wages,  if  the  exports  came  predominantly  from  the  better 
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mines.  And  if  the  mines  were  all  owned  and  operated  by 
one  person  or  organization,  the  greatest  richness  and  pro- 
ductiveness  need  not  result  in  high  wages.  All  the  treas- 
ures of  Potosi,  however  little  labor  they  cost  the  wretched 
native,  never  could  bring  him  high  returns,  even  in  money. 
And  similarly,  if  all  the  exporting  industries  of  the  United 
States  were  under  such  control  as  are  the  production  and 
refining  of  petroleum,  however  great  the  productiveness 
of  labor  and  however  strong  the  foreign  demand  for  the 
articles,  the  general  range  of  money  wages  would  not 
necessarily  be  high,  and  certainly  would  be  less  high  than 
imder  conditions  of  unrestrained  competition.^ 

There  is  an  important  sense  in  which  it  is  true  that  a 
coimtry  whose  position  in  international  trade  is  advan- 
tageous has  not  only  high  money  incomes,  but  high  prices 
as  well.  In  the  preceding,  domestic  prices  have  been  said 
to  be  high  or  low,  if  the  prices  of  given  commodities  are 
higher  or  lower  than  the  prices  of  the  same  commodities 
in  other  coimtries.  Thus  the  price  of  a  wagon  may  be 
spoken  of  as  high  or  low  in  the  United  States  if  it  is  higher 
or  lower  than  the  price  of  the  same  sort  of  wagon  in  Europe. 

iThe  foundation  for  all  tueh  diMuamon  as  thb  was  laid  by  Rioardo,  whoae 
flenius  noii^»ere  shone  so  brilliantly  as  in  his  illumination  of  the  theory  of  foreign 
trade.  But  Rioardo,  so  far  as  I  know,  referred  only  to  varying  general  prioes  in 
different  eountries.  Senior  seems  first  to  have  laid  it  down  explioitly  that  the 
range  of  money  incomes  depends  on  the  eonditions  of  foreign  trade  (Leehtret  on  <As 
Cotl  of  Obiainino  Money,  1890,  pp.  13-16).  Mill  spoke  sometimes  of  high  prioes, 
sometimes  of  high  incomes,  as  the  result  of  favorable  conditions  of  foreign  trade, 
and  did  not  pause  in  his  exposition  to  consider  the  relation  of  money  incomes  and 
domestic  prices.  Caimes  followed  Senior,  though  using  different  language,  when 
he  laid  that  a  country  was  interested  in  having  *'oheap  gold";  by  which  he  dearly 
meant,  thou^  he  did  not  say  it  in  so  numy  wtwds,  high  money  incomes,— ».«.,  much 
gold  for  little  labor.  Caimes  also  noted  that  "cheap  gold"  did  not  necessarily 
mean  high  prices  of  domestic  conmuxlities.  See  his  Loading  PrineipUo,  Part  III. 
chap,  v.,  f  1.  In  BasUble's  Thoory  of  Intomaiional  Trado,  4th  edition,  p.  71,  there 
it  a  brief  paragraph  indicating  that  this  able  thinker  had  reflected  on  the  complex 
relations  of  money  incomes  and  prices.  Professor  Edgeworth's  articles  on  Inter- 
national Tndo  in  the  Bconomie  Journal,  vol.  iv.,  take  up  quite  different  aspects  of 
ths  theory.  I  have  found  nothing  in  the  writings  of  French  or  German  economists 
Co  show  that  such  topics  had  engMsd  their  attention  at  alL 
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Similarly,  railway  and  street  railway  fares  and  house 
rents  may  be  reckoned  low  if  they  cost  less  money  than 
similar  things  in  Europe.  But  we  may  compare  wagons 
and  fares  and  rents,  not  with  European  rates,  but  with 
the  prices  of  the  same  things  at  a  different  time  and  und^ 
different  conditions  in  the  United  States.  So  considered, 
it  is  obvious  that  they  are  likely  to  vary  with  wages  and 
money  incomes.  They  will  probably  rise  as  money  wages 
rise,  and  fall  as  money  wages  fall. 

If  we  suppose,  for  example,  that  the  conditions  of  inter- 
national demand  change  to  the  advantage  of  a  given  coun- 
try, that  its  exports  sell  on  better  terms,  and  that  money 
incomes  in  the  exporting  industries  rise,  we  may  expect 
that  the  same  rise  in  money  incomes  will  spread  to  other 
industries.  This  will  necessitate  in  those  other  industries 
a  rise  in  prices.  In  the  exporting  industries  the  higher 
wages  will  be  the  result  of  higher  prices;  but  in  other  in- 
dustries higher  prices  will  be  as  much  a  result  as  a  cause 
of  higher  wages.  The  process  of  adjustment  and  en- 
hancement will  probably  be  slow  and  imeven,  and  will 
take  time.  In  an  immobile  country,  where  custom  and 
tradition  have  a  strong  hold  on  prices  and  wages,  it 
may  take  a  decade  or  a  generation.  Even  in  a 
mobile  modem  country,  it  will  take  years.  But  domes- 
tic prices  will  be  higher  in  the  end  than  they  would 
otherwise  have  been.  This,  no  doubt,  is  the  sense  which 
the  older  economists  really  had  in  mind  when  they 
set  forth  that  a  country  having  favorable  terms  of  inter- 
national trade  would  possess  high  prices.  But  their  mode 
of  stating  the  case  might  be  easily  understood  to  mean  that 
domestic  prices  in  such  a  country  were  higher  than  prices 
of  the  same  things  in  other  countries,  which  is  a  different 
proposition,  and,  as  we  have  seen,  a  doubtful  one. 

Further,  it  is  not  certain  that  imder  the  conditions  thus 
assimied  domestic  prices  will  rise  at  all.    Part  passu  with 
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the  rise  of  money  wages  due  to  the  country's  better  position 
in  international  trade,  there  may  be  improvements  in  the 
arts  or  the  opening  of  new  resources,  which  will  reduce 
domestic  prices  or  prevent  them  from  rising.  Given  this 
force  in  operation  on  domestic  prices  at  the  same  time  with 
a  turn  in  international  trade  causing  money  incomes  to 
rise,  and  the  parallel  movement  of  wages  and  prices  will 
be  broken.  Such  was  the  general  trend — rising  wages 
and  falling  prices — through  the  last  thirty  years  of  the 
nineteenth  century;  it  may  prove  to  be  the  trend  in  the 
present  century. 

The  recent  experience  of  the  United  States  serves  to 
iUustrate  the  principle  just  stated,  precisely  as  the  general 
range  of  its  domestic  prices  has  served  to  illustrate  the  re- 
lation between  international  trade  and  domestic  prices. 
The  striking  phenomenon  in  the  international  trade  of  the 
United  States  during  the  last  thirty  years  has  been  the 
insistent  demand  of  foreign  coimtries  for  our  exports;  and 
at  no  time  has  this  been  more  striking  than  during  the 
six  or  eight  years  just  past.  The  main  items  in  our  exports 
are  still  the  great  agricultiu-al  staples:  cotton,  wheat  and 
flour,  other  grains,  meat  and  meat  products.  These  are 
necessaries,  or  articles  of  enjojrment  so  habitually  in  use 
that  they  are  very  reluctantly  dispensed  with.  The  increase 
of  population  and  the  slow  steady  rise  in  the  standard  of 
comfort  the  world  over,  and  particularly  in  European 
coimtries,  causes  an  imrelaxing  growth  in  the  demand 
for  them, — a  demand  checkered  indeed  by  the  accidents 
of  seasons  and  crops,  and  by  the  oscillations  of  in- 
dustrial activity,  but  on  the  whole  advancing  without 
relaxation.  So  far  as  our  imports  are  concerned,  some 
are  in  similar  strong  demand  on  oiu*  part:  coffee,  sugar, 
tea,  are  insistently  called  for.  On  the  other  hand,  the  im- 
ports of  manufactures  are  mainly  in  a  different  case.  They 
are  articles  easily  dispensed  with,  more  quickly  dropped 
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when  their  prices  are  high  or  times  are  hard,  less  easily 
stimulated  to  further  use  when  their  prices  are  lowered. 
All  this  brings  it  about  that  our  exports  are  more  easily 
and  certainly  disposed  of  abroad  than  imports  are  dis- 
posed of  here.  This  means  that  specie  tends,  on  the  whole, 
to  flow  to  this  country  (or,  what  comes  to  the  same  thing, 
the  domestic  output  of  specie  retained  within  its  borders), 
and  that  money  wages  and  domestic  prices  tend  to  be 
high.  That  is,  money  wages  tend  to  be  high  as  compared 
with  foreign  coimtries,  and  domestic  prices  tend  to  be 
high  as  compared  with  what  they  otherwise  would  have 
been. 

The  force  which  has  brought  about  these  tendendes 
has  not  acted  with  uniform  pressure.  There  has  been  a 
succession  of  pushes.  Recurrently,  periods  have  come 
when  large  crops  of  cereals  in  the  United  States  have  co- 
incided with  short  crops  in  Europe  or  when  the  American 
cotton  crop  has  declined  or  failed  to  grow.  Then  the  in- 
sistent European  demand  has  made  itself  felt  with  sud- 
den force.  Exports  have  swollen  and  have  exceeded  the 
imports;  specie  has  flowed  in;  a  period  of  excitement,  ris- 
ing prices  and  speculation,  has  begun.  Such  has  been  the 
nature  of  the  very  latest  upward  movement.  The  revival 
of  activity  after  the  depression  of  1893-97  was  due  to  the 
slowly  gathering  demand  for  the  staple  exports;  and  the 
maintenance  of  activity  has  been  due  fundamentally  to 
the  same  increasing  demand.^  Hence  imports  of  specie, 
retention  of  the  domestic  specie  product,  rising  wages, 
rising  prices.  The  rise  in  money  incomes  has  beeb  well- ' 
nigh  universal.  The  rise  in  domestic  prices  has  been  less 
so,  because  offset  here  and  there  by  improvements  in  the 
arts,  and  by  increased  eflSciency  in  producing  one  commo- 

>  See  the  excellent  aiudyms  of  the  recent  economic  history  of  the  United  Statet 
by  Bir.  A.  D.  Noyes,  in  this  Journal^  vol.  xix.,  February,  1905.  Compare  also  the 
article  by  Professor  A.  P.  Andrew  in  the  last  issue  of  this  Journal,  May,  liN)6. 
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dity  or  another.  All  the  demands  of  trade  unions  and  all 
the  scales  of  higher  wages  have  been  immensely  promoted 
by  these  conditions,  if,  indeed,  they  have  not  been  mainly 
caused  by  them.  Labor  unions,  strikes,  trade  agreements, 
have  been  the  mechanism  by  which  the  fundamental 
cause  has  worked  out  its  effect.  That  mechanism,  no 
doubt,  has  important  independent  effects  of  its  own;  but 
it  is  not  to  be  supposed  the  sole  force  or  the  strongest  force 
in  operation. 

The  favorable  position  which  the  United  States  thus 
has  in  international  trade  has  reacted  on  the  effects  of 
the  protective  system.  That  system  has  checked  the  de- 
mand for  imports,  and  made  it  more  difficult  for  foreign 
countries  to  provide  the  wherewithal  for  discharging  their 
obligations  on  account  of  the  exports  which  they  want  so 
insistently.  The  result  has  been  that  money  incomes  in 
the  United  States,  which  would  be  high  in  any  case,  have 
been  pushed  even  higher;  and  thus  domestic  prices  also 
have  been  held  higher.  On  the  other  hand,  the  prices  of 
imported  goods  have  been  depressed, — either  actually 
lowered  or  kept  lower  than  they  would  have  been, — and 
the  people  of  the  United  States  have  gained  as  consimiers 
of  imported  goods.  So  far  as  they  have  been  successful 
in  stimulating  the  domestic  production  of  goods  that  would 
otherwise  have  been  imported, — that  is,  so  far  as  the  pro- 
tective system  has  achieved  its  avowed  effect, — this  gain 
has  been  simply  thrown  away,  and  a  loss  has  been  sub- 
stituted for  it.  But,  so  far  as  importation  has  continued,, 
the  gain  has  been  really  secured.  Many  imports  come  in 
over  the  tariff  barrier.  These  of  course  are  raised  in  price 
over  the  foreign  price  by  the  extent  of  the  duties;  but  the 
treasiuy  gains  what  the  consumers  pay,  and  other  taxes 
are  presumably  dispensed  with,  and  the  foreign  price  itself 
is  lower  than  it  would  otherwise  have  been.  As  to  duty- 
free imports,  there  is  obviously  a  clear  gain.    They  are 
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lower  in  price,  and  the  money  incomes  for  buying  them 
are  higher.  Whether  the  loss  in  bujdng  the  home-made 
protected  commodities  outweighs  the  gain  in  buying  the 
commodities  that  continue  to  be  imported  is  quite  im- 
possible of  calculation.  The  ardent  protectionist  might 
find  in  this  sort  of  reasoning  a  tenable  groimd  for  support- 
ing his  policy  in  a  country  situated  as  the  United  States 
has  been;  but  few  protectionists  follow  the  strict  logic  of 
economics  far  enough  to  perceive  the  advantage  which 
they  might  thus  proclaim. 

A  last  word  may  be  said  as  to  the  relation  of  all  this 
reasoning  to  the  modem  development  of  the  theory  of 
value,  and  more  especially  to  the  question  how  far  value 
depends  at  bottom  on  utility,  how  far  on  sacrifice.  The 
Ricardian  assumption — tacitly  followed  in  the  preceding 
pages — was  that  in  domestic  exchanges  values  and  prices 
depended  on  sacrifice,  on  labor.  Those  commodities,  it 
was  supposed,  whose  labor  cost  was  low  would  be  low  in 
price,  and  so  would  tend  to  be  exported.  But  do  value 
and  price  depend  on  labor  cost?  Are  there  not,  to  use 
Caimes's  convenient  phrase,  non-competing  groups?  And 
is  not  utility  the  permanent  regulator  of  value?  If  so, 
what  of  the  reasoning  which  assumes  that  efficiency  and 
labor  cost  determine  which  commodities  shall  be  cheap  in 
money,  and  so  shall  be  exported  from  a  coimtry? 

Some  allowance  for  this  turn  in  the  reasoning  was  made 
by  the  older  economists.  Exceptionally  low  wages  in  any 
particular  industry,  it  was  pointed  out,  had  the  same 
effect  in  international  trade  as  low  labor  cost.  Either 
served  to  give  a  comparative  advantage,  and  to  cause  a 
commodity  to  take  its  place  in  the  list  of  exports.  Slave- 
grown  articles  were  commonly  used  to  illustrate  this  ex- 
ception. But  an  exception  it  was  still  thought  to  be.  In 
the  main,  labor  cost  determined  value  within  a  country, 
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and  so  determined  what  goods  should  be  exported.  But, 
if  there  be  no  free  movement  of  labor  from  group  to  group, 
and  no  correlation  of  capitalists'  expenses  to  labor  cost, 
will  not  the  whole  theory  of  international  trade  need  to 
be  overhauled? 

The  answer  to  this  question  is  twofold.  In  the  first 
place,  there  probably  is  more  competition  among  laborers 
than  the  bare  assumption  of  non-competing  groups  ad- 
mits. Briefly  to  state  my  own  view  on  this  crucial  mat- 
ter, I  do  not  believe  that  competition  among  workers  is 
so  free  as  to  bring  about  an  equalization  of  reward,  and 
to  adjust  wages  to  sacrifice.  There  are  efifective  obstacles 
to  free  movement.  There  are,  in  so  far,  non-competing 
groups;  and  value  is  proximately  determined  by  utility, 
not  sacrifice.  But  the  barriers  between  groups  are  not 
impassable.  The  higher  the  differences  in  reward,  the 
greater  the  number  who  get  over  the  barriers  and  increase 
the  supply  in  the  favorably  situated  groups.  Hence  labor 
cost,  sacrifice,  are  always  in  the  background,  so  to  speak, 
and  prevent  the  sway  of  utility  over  value  from  being 
unqualified.  The  greater  the  deviation  of  value  from 
equivalence  to  sacrifice,  the  less  is  it  likely  to  persist.  In 
the  long  run,  competition  between  workers  exercises  not 
a  dominating,  but  a  correcting  influence. 

However  this  may  be,  there  is  a  second  reason  why  the 
theory  of  international  trade  does  not  need  on  this  score 
serious  modification.  Goods  are  rarely  made,  in  civiMzed 
countries,  by  workers  of  one  grade  only.  The  day  laborer 
does  not  make  one  thing,  the  mechanic  another,  the 
engineer  a  third.  They  join  in  the  combined  labor 
applied  to  all  the  various  commodities.  Now,  if  the  re- 
lations of  the  different  grades  to  each  other  are  the  same  in 
different  countries,  and  if  the  same  combinations  of  labor 
are  used  for  any  one  article,  the  conditions  of  competition 
between  the  countries  are  precisely  the  same  as  if  within 
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each  country  labor  cost  alone  determined  value.  If  the 
earnings  of  engineers  are  twice  as  hi^  as  those  of  mechanics 
in  all  the  countries,  and  the  earnings  erf  mechanics  twice 
as  high  as  those  of  day  laborers,  and  if,  moreovi»*,  the  same 
combination  of  the  labor  of  all  three  is  used  throu^iout  in 
making  the  same  conmiodity,  then  those  things  will  be 
cheap  which  are  produced  in  a  given  country  with  com- 
paratively little  labor,  and  those  things  will  be  dear  which 
are  produced  with  comparatively  much.  The  forma*  win 
tend  to  be  exported,  and  the  latter  will  tend  to  be  imported. 

It  is  not  to  be  pretended  that  there  is,  among  diff^ent 
countries,  such  absolute  identity  in  the  rdations  erf  the 
different  grades  of  labor  as  has  here  been  assumed,  <x  in 
the  way  in  which  the  grades  are  combined  for  the  ap^ 
erations  of  production.  Tho  the  phenomena  of  social 
stratification  are,  on  the  whole,  similar  in  the  dviliied 
countries,  new  and  old,  there  may  be  important  differ- 
ences. A  particular  group  of  workmen  may  be  in  hi^ier 
demand  in  one  country  ^han  in  another.  Their  wagea 
may  be  particularly  high  in  the  first  country.  If  so, 
though  their  labor  may  be  eflSdent,  its  product  will 
be  comparatively  dear  in  price.  On  the  other  hand,  a 
particular  kind  of  labor  may  be  so  abundant  as  to  be  cheap 
in  one  coimtry.  Its  labor  may  be  paid  for  on  a  scale  low  as 
compared  with  the  general  scale  in  that  country;  and  then 
the  effect  is  precisely  the  same  on  international  trade  as  if 
such  labor  were  comparatively  eflScient. 

I  suspect  that  a  situation  of  the  kind  last  mentioned 
has  appeared  in  the  United  States  in  the  last  twenty  years, — 
a  situationin  which  a  particular  kind  of  labor  has  been  paid^ 
if  not  at  decreasing  rates,  yet  at  rates  that  have  failed  ta 
advance  pari  pasm  with  the  general  rise  in  money  incomes. 
Broadly  speaking,  the  pay  of  unskilled  manual  labor  haa 
relatively  declined.  Most  money  incomes  have  advanced 
in  the  United  States  during  the  last  thirty  years,  and  the 


^-« Ai 


I 


Digitized  by 


Google 


WAGES  AND  INTERNATIONAL  TRADE  521 

incomes  of  skilled  mechanics  have  advanced  very  con- 
siderably. But  the  wages  of  ordinary  day  labor,  and  of 
such  factory  labor  as  is  virtually  imskilled,  seem  to  have 
remained  stationary,  and  sometimes  seem  even  to  have 
fallen.  The  explanation  undoubtedly  is  that  inmiigration 
on  a  huge  scale  has  steadily  maintained  the  supply  of  such 
labor.  The  pressure  for  employment  on  the  part  of  the 
newly  arrived  has  kept  down  the  pay  for  the  simple  sort 
of  work  they  can  turn  to. 

The  consequence  is  that  industries  using  such  labor  in . 
large  degree  are  in  a  relatively  better  situation  than  they 
were  before,  and  hold  their  own  against  foreign  compe- 
tition more  easily  than  before.  In  general,  it  is  to  be 
expected  in  the  United  States  that  those  industries  which 
use  highly  skilled  labor — namely,  those  which  use  ma- 
chinery calling  for  skilled  labor — will  best  hold  their  own; 
for  it  is  here  that  American  labor  has  proved  to  have  a 
comparative  advantage.  But  where  imskilled  labor  is 
cheap,  not  responding  readily  to  the  general  conditions 
which  make  wages  high, — where  it  is  relatively  cheaper 
than  in  competing  foreign  countries, — there  the  disad- 
vantage which  the  employer  finds  in  using  it  pro  tanto 
disappears.  One  of  the  striking  changes  in  the  economic 
development  of  the  United  States  during  the  last  generation 
has  been  the  growth  of  manufactures  that  need  such  labor, 
the  steady  cheapening  of  their  products,  and  their  lessening 
dependence  on  support  from  the  protective  tariff.  Such 
are  the  manufactiures  of  pottery  in  its  cheaper  grades,  of 
siHc  goods,  of  textiles  in  general.  The  cheapening  of  bi- 
tuminous coal  and  of  coke  seems  to  be  part  of  the  same 
phenomenon.  The  boasted  advance  of  manufacturing 
industries  is  thus  due  in  some  degree  to  a  change,  not  en- 
tirely welcome,  in  social  conditions.  No  doubt  other 
causes  also  have  contributed  to  it :  the  discovery  and  utili- 
zation of  natural  resources  hitherto  unknown  or  neglected. 
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improvementB  in  methods  aiKl  machinery  more  rapid  than 
the  improv^nentB  in  fordgn  countries,  and  protective 
duties  pushed  up  to  the  hi^iest  limit.  But  the  comparative 
d^radation  of  the  lowest  stratum  in  the 'social  structure 
has  been  a  contributing  factor.  Thus,  to  take  an  exam{de, 
the  silk  manufacture  has  been  stimulated  to  extraordinary 
growth  by  extremdy  hi^  protective  duties.  But  it  has 
also  found  at  its  conmiand  a  vast  supply  of  cheap,  unskiUed 
labor,  easQy  employed  in  many  of  its  branches;  and  this 
circumstance  has  enabled  it  to  take  advantage  of  the  pro- 
tective system  with  ease  and  rapidity.  What  would 
happen  if  the  protective  wall  were  removed,  and  if  this 
second  source  of  advantage  alone  were  at  its  disposal,  who 
can  say? 

F.  W.  Taussig. 
Habvabd  UNrvKBsrrr. 
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THE   DISTRIBUTION  OF    IMMIGRANTS   IN   THE 
UNITED  STATES. 

Within  the  last  fifteen  years  the  statement  that  recent 
immigrants,  and  above  all  illiterate  immigrants,  cling  to 
the  great  cities,  especially  those  of  the  Atlantic  seaboard, 
and  swarm  in  the  slmn  districts  of  those  cities,  has  been 
made  and  repeated  until  it  has  become  ^u^cepted.  The 
emphasis  laid  upon  this  aspect  of  the  immigration  ques- 
tion has  increased  rapidly,  and  is  still  increasing.  Some 
writers  believe  it  is  the  most  serious  phase  of  our  immi- 
gration problem,  many  that  it  is  so  serious  as  to  demand 
the  attention  and  even  the  intervention  of  the  Federal 
government  or  of  the  State  governments. 

The  object  of  this  paper  is  to  examine  the  evidence  on 
which  this  opinion  has  been  based.  I  begin  with  a  sum- 
mary of  important  statements  of  it  which  have  fallen  imder 
my  eye.  The  quotations  have  been  arranged  in  chrono- 
logical order. 

Tlie  persons  of  foreign  birth  in  the  United  States  seem  to  seek 
the  large  cities.^ 

Tlie  proportion  of  foreign  bom  in  the  principal  cities  is  very 
nearly  twice  as  great  as  ihe  proportion  of  foreign  bora  in  the 
•ountry  at  large.  If  we  go  a  step  further,  and  contrast  ihe  propor- 
tions of  foreign  born  in  the  principal  cities  and  in  the  remainder 
of  the  country  outside  of  these  124  cities,  it  is  seen  that  the  pro- 
portions are  very  nearly  as  3  to  1.  ...  It  i^pears  Uien  from  these 
figures  that,  taken  as  a  whole,  the  element  of  foreign  birth  seeks 
the  cities  with  far  greater  avidity  than  does  the  element  of  native 
birth.* 

Illiterates  largely  stagnate  near  the  Atlantic  seacoast,  while  the 
more  educated  nations  move  on  to  build  up  the  new  States.  •  .  • 

1  MAyo-SmiU^  immigratum  and  BmiaraHim,  p.  71  (1890). 
*  Etomth  Cmum,  PopnUtum,  Pvt  I.,  p.  baadx  (1895). 
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The  illiterate  races,  such  as  the  Hungarians,  Galicians,  and  Italians, 
remain  to  lower  the  standard  of  the  already  crowded  Atlantic 
territory.* 

The  need  is  to  devise  some  system  by  which  undesirable  immi- 
grants shall  be  kept  out  entirely,  while  desirable  immigrants  are 
properly  distributed  throughout  the  country.* 

The  illiterate  inmiigrants  congregated  chiefly  in  the  slums  of  our 
great  cities.* 

Under  present  conditions,  immigrants  are  becoming  conc^itrated 
in  the  East,  for  the  most  part  in  the  large  cities,  and  especially  in 
and  about  the  city  of  New  York.  This  congestion  of  aliens  is  very 
nearly,  if  not  altogether,  the  most  menacing  feature  of  the  present 
immigration.^ 

The  problem  of  inmiigration  with  us  is  essentially  one  of  distribu- 
tion. The  demand  for  laborers  is  great  outside  of  the  cities,  but 
the  gregarious  Italian  prefers  to  increase,  our  menacing  urban  con- 
gestion instead  of  going  to  the  coimtry.* 

Since  we  cannot  depend  on  the  immigrants  to  scatter,  means 
must  be  taken  to  diffuse  them  throughout  the  country  and  to  local- 
ice  them  away  from  the  great  cities.* 

Instead  of  going  to  those  sections  where  there  is  a  sore  need 
for  farm  labor,  Uiey  [ac.,  the  immigrants]  congregate  in  the  larger 
cities,  mostly  along  the  Atlantic  seaboard,  where  Uiey  constitute 
a  dangerous  and  unwholesome  element  of  our  population.^ 

lianding  in  the  large  cities,  Uiey  [«e.,  the  average  emigrants  of 
to-day]  seldom  move  on  to  the  greater  air  spaces  of  the  coimtry.* 

As  much  as  possible  should  be  done  to  distribute  the  immi- 
grants upon  the  land,  and  keep  Uiem  away  from  the  congested 
tenement-house  districts  of  the  great  cities.* 

Some  pressure  must  be  brought  to  bear  upon  the  immigrants 
to  seciu^  distribution,  because  under  the  present  system  Uiey  do 
not  voluntarily  dbtribute  themselves.** 

>  Fifty-fourth  ConsrMs,  First  Seanon,  Senate  Report  No.  200,  pp.  8,  0  (ISM). 
3  Preeident's  Meni^e  (1003). 

*  Senator  Lodge  in  Century  MagoMifu,  vol.  IxviL  p.  4S8  (1904). 
«  The  OuOook,  vot  Izxvi.  p.  480  (1004). 

«  G.  C.  Spentnsa  in  The  OvOook,  vol.  IxxvL  p.  038  (1004). 

*  E.  Norton  in  AnnaU  of  Anuriean  Academy,  vol.  zxiv.  p.  161  (1004). 

'  F.  P.  Sargent  in  AnnaU  of  American  Academy,  vol.  zxiv.  p.  163  (1004). 

*  J.  D.  Whelpley  in  FoHniohUy,  voL  Ixxziii.  p.  317  (1005). 
•Prendent's  Mem^e  (1005). 

»  Preeeott  F.  Hall,  immigration,  p.  300  (1005). 
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This  opinion  bids  fair  before  the  present  article  is  printed 
to  give  rise  to  legislation.  The  bill  to  regulate  immigra- 
tion, which  passed  the  Senate  May  24,  1906,  contained  a 
new  section,  of  which  the  following  is  the  material  part: — 

f  Sect.  39.  That  the  Commissioner-General  of  Immigration,  under 
the  direction  of  the  Secretary  of  Commerce  and  Labor,  be,  and  he 
is  hereby,  authorized  and  directed  to  establish  and  maintain  at 
each  of  the  inmiigrant  stations  within  the  United  States  a  bureau 
of  information.  Such  bureau  shall  be  properly  officered,  and  shall, 
under  such  rules  and  regulations  as  the  Commissioner-General  of 
Immigration  may  from  time  to  time  establish,  collect  and  furnish 
to  all  incoming  aliens,  who  may  ask  for  the  same,  data  as  to  the 
resources,  products,  and  manufactures  of  each  State,  Territory, 
and  District  of  the  United  States;  the  prices  of  land  and  the  ohar- 
acter  of  the  soils  therein;  the  routes  of  travel  thereto;  the  cost  of 
transportation  thereto;  the  opportimities  for  employment  in  the 
various  skilled  and  unskilled  occupations  in  each  of  said  States, 
Territories,  and  Districts;  the  rates  of  wages  paid  for  such  labor, 
respectively,  in  each  of  said  States,  Territories,  and  Districts;  the 
cost  of  living  therein,  and  all  other  information  that  in  the  judg- 
ment of  said  Commissioner-General  of  Immigration  might  tend  to 
enlighten  the  alien  inmiigrants  coming  to  such  immigrant  stations 
as  to  the  inducements  to  settlement  in  each  of  the  various  States, 
Territories,  and  Districts  of  the  United  States:  Provided,  That 
the  Bureau  provided  for  in  this  section  may,  at  the  discretion  of 
the  Commissioner-General  of  Immigration,  furnish  such  other  in- 
formation to  alien  immigrants  as  may  be  useful  and  proper. 

From  the  foregoing  quotations  the  following  statements 
of  the  prevalent  opinion,  and,  so  far  as  I  have  noticed,  the 
only  opinion  to  find  frequent  expression  in  the  public 
prints,  may  be  framed. 

I.  The  foreign-born  population  of  the  United  States 
has  a  stronger  tendency  towards  cities  than  the  native 
population. 

II.  This  tendency  is  much  stronger  among  recent  inmii- 
grants than  among  those  who  entered  the  country  a  gen- 
eration ago. 
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III.  It  is  much  stronger  among  illiterate  immigrants 
than  it  is  among  those  who  are  able  to  write  some  lan- 
guage. 

IV.  This  tendency  is  disadvantageous  to  the  immi- 
grants and  an  economic  and  social  danger  to  the  United 
States. 

V.  The  evil  results  of  this  tendency  are  so  great  as  to 
necessitate  the  creation  of  agencies,  Federal,  State,  or  pri- 
vate, to  counteract  or  correct  it. 

I.  The  evidence  in  support  of  the  first  proposition  is 
stated  clearly  and  efifectively  in  the  Report  of  the  Industrial 
Commission,  under  the  heading  ''Tendency  of  Foreign 
Bom  towards  Cities."  ^  The  figures  for  1890  there  presented 
show  that  in  the  124  cities  of  the  United  States,  each  o( 
which  had  at  least  25,000  inhabitants,  the  foreign  bom 
were  29.2  per  cent.,  and  in  the  rest  of  the  country  only 
10.6  per  cent,  of  the  population.  The  figures  for  1900, 
since  published,  show  that  in  the  160  cities  of  like  sise 
the  foreign  born  were  26.0  per  cent.,  and  in  the  rest  of  the 
country  only  9.4  per  cent,  of  the .  population.  These 
figures  seem  to  show  beyond  question  that  in  cities  the 
proportion  of  foreign  bom  is  almost  thrice  that  in  the  rest 
of  the  country,  and  consequently  to  demonstrate  that 
the  immigrant  has  a  tendency  towards  cities  stronger  than 
that  of  the  native. 

To  the  figures  in  this  form,  however,  it  may  be  objected 
that  they  include  the  South  as  well  as  the  North,  and  the 
South  is  mainly  rural  and  also  comparatively  imattractive 
to  the  immigrant.  A  fairer  measure  of  the  difference 
between  the  tendencies  towards  cities  on  the  part  of  the 
immigrant  and  the  native  may  be  had  by  excluding  from 
the  figures  those  for  the  Southem  States  and  confining 
the  comparison  to  the  North  and  West. 

»Vol.  XV.  p.  78(1901). 
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The  following  table  shows  the  results  of  a  comparison 
in  this  form  * — 


PrnmCBin 

.  OP  POPUUkTION  FOBXIGN  BOHN. 

Sm  OP  Place  op 
Rbsidbncb. 

North  AtUntic 

North  Central 

Western 

North  and 

Division. 

Division. 

Division. 

West. 

Total 

22.6 

16.8 

20.7 

10.0 

AUdtiw 

27.8 

21.2 

24.6 

26.1 

Cities  of  100,000+  .    . 
ati60  of  26.000-100.000 

32.1 

27.2 

28.0 

30.1 

26.8 

10.1 

26.1 

23.7 

atieeof8.600-2«.060. 

23.6 

16.6 

22.3 

20.4 

ati60  of  4.000-8,000    . 

10.6 

13.2 

10.8 

16.6 

atieiof2.fi00-4.000    . 

18.3 

14.0 

18.8 

16.4 

Gountry  distrieta  .... 

11.6 

12.4 

18.0 

12.7 

These  figures  show  that  the  smallest  proportion  of  for- 
eign bom  is  found  in  the  country  districts  and  the  largest 
proportion  in  the  largest  cities,  and  that,  as  a  rule,  with 
only  one  exception  out  of  fifteen  cases,  the  smaller  the 
population  of  a  place,  the  smaller  the  proportion  of  for- 
eign bom  in  its  population.  They  show,  also,  that  the 
proportion  of  foreign  bom  in  the  population  of  the  large 
cities  of  the  United  States  is  about  two  and  one-half  times 
as  great  as  that  in  the  coxmtry  districts.  These  figures 
seem  to  confirm  and  establish  the  conclusion  that  the 
foreign  bom  have  a  stronger  tendency  towards  cities  than 
the  native  population. 

But  to  draw  such  a  conclusion  at  once,  as  has  usually 
been  done,  is  to  overlook  an  important  difference  between 
the  points  of  arrival  of  our  native  and  our  foreign-born 
population.  The  native  arriving  by  birth  usually  begins 
his  life  in  the  coimtry,  the  foreign  bora  arriving  by  immi- 
gration usually  begins  his  American  life  in  a  city,  and 
much  or  all  of  the  difference  between  the  distribution  of 
native  and  foreign  bom  might  be  due  to  this  fact,  and  not 

>  For  the  figures  from  whieb  these  per  cents,  are  derived  and  for  mneh  fuller  d^ 
tails  see  Suppkinentary  Analysis  and  Derivative  Tables.  Twelfth  Census  (1006)» 
Tables  X.  and  XII. 
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to  any  difference  in  the  tendencies  of  the  two  classes.    Tl» 
best  clew  to  the  distribution  of  the  native  population  at 
the  beginning  of  life  between  city  and  coimtry  is  found  in 
the  distribution  of  the  children  under  one  year  of  age,  only 
one  in  five  hundred  of  whom  was  bom  abroad.    In  1900 
there  were  433,580  such  children  enumerated  in  the  160 
cities  of  continental  United  States,  each  having  at  least 
25,000  inhabitants,  and  1,483,312  enumerated  in  the  rest 
of  the  country.^    But  in  this  case  also  it  may  be  fairer  to 
exclude  the  figures  for  the  Southern  States.    In  the  largie 
cities  of  the  North  Atlantic,  North  Central,  and  Weston 
divisions  384,473  children  under  one  year  of  age  were 
enumerated  in  1900,  in  the  country  districts  811,451,  so 
that  more  than  two-thirds  of  the  children  bom  in  the 
North  and  West  and  more  than  three-fourths  of  the  chil- 
dren bom  in  any  part  of  the  United  States  start  in  life 
outside  of  a  city. 

With  inmiigrant  arrivals  the  facts  are  very  different. 
In  the  ten  years  ending  June  30, 1900,  there  were  3,562,382 
immigrants  who  entered  the  United  States  at  some  known 
port.  This  leaves  out  of  consideration  the  immigrants 
who  came  in  from  Europe  through  Canada  between  1893 
and  1900,  and  whose  point  of  arrival  in  the  United  States 
is  unknown.  Of  these  3,562,382  immigrants,  3,497,009,  or 
98.2  per  cent.,  came  in  at  some  port  having  at  least  100,000 
inhabitants,  and  65,373,  or  1.8  per  cent.,  came  in  at  some 
port  of  less  population. 

But  it  is  needful,  also,  to  take  into  account  both  the 
inmiigrants  who  came  in  through  Canada  and  the  unknown 
number  of  natives  of  Canada  and  Mexico  who  entered  the 
United  States.  The  number  of  immigrants  from  Europe 
landing  in  Canada  and  bound  for  the  United  States  has 
been  reported  only  since  1893-94.  During  the  seven 
years  1893-1900  they  numbered  81,116,  and  the  per  cent. 

>Tw«Uth  Ceams,  toL  U..  TaUm  II.  and  IX. 
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they  formed  of  the  number  landmg  at  known  points  in 
the  United  States  in  the  same  year  rose  steadily  frem  2.4 
in  1894r-95  to  5.5  in  1899-1900.  It  is  reasonable  to 
assume  from  the  series  of  per  cents  that  during  the  three 
years  1890-93  the  inmiigrants  landing  in  Canada  for 
the  United  States  were  about  2.5  per  cent,  of  those  land- 
ing at  known  American  ports  during  the  same  period.  On 
this  assumption  they  were  about  38,390, — ^a  number  which, 
added  to  the  81,116,  gives  119,506  inmiigrants  through 
Canada  to  the  United  States  for  the  decade  1890-1900, 
and  3,681,888  as  the  total  immigration  from  all  countries 
except  Canada  and  Mexico  during  the  ten  years  1890- 
1900. 

A  rough  estimate  of  the  number  of  immigrants  from 
Canada  and  Mexico  to  the  United  States  during  the  same 
decade  may  be  reached  by  a  resort  to  the  census  figures  of 
the  foreign  bom.  These  show  what  ratio  the  natives  of 
Canada  and  Mexico  in  the  United  States  bear  to  the  na- 
tives of  all  other  foreign  countries.  The  figures  are  as 
follows:^ 


FoBxiGN  Born. 

Per  oent.  that 
Oanadians 

Datb. 

ToUl. 

and  Mexicans. 

Allothar 
foreign  bom. 

and  Mexicans 
make  of  aU 
others. 

1900     .... 
1890     .... 
1880     .... 
1870     .... 
1860     .... 
1850     .... 

10,341.276 
9,249.547 
6.679.943 
5.567.229 
4.138.697 
2.244.602 

1.283.200 
1.058.791 
785.556 
535.899 
277.436 
161.028 

9.058.076 
8.190.756 
5.894.387 
5.031.330 
3.866.261 
2.083.574 

14.17 
12.93 
13.33 
15.61 
7.18 
7.73 

From  the  foregoing  figures  it  seems  reasonable  to  assume 
that  the  immigration  from  Canada  and  Mexico,  1890-1900, 
amounted  to  about  14.17  per  cent,  of  the  immigration  from 
all  other  countries.  With  the  aid  of  this  assumption  the 
total  immigration  to  the  United  States,  classified  with  ref- 
erence to  point  of  arrival,  may  be  given  as  follows: — 
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NevTotkCHy 2J8l2J$i^ 

'  port  of  100,000+  '  ' 


porth>TiDgfaith«iioogoooiiiititiiti    .  .         ^s;a7Z 

119,500 

1»3-1900 81,11« 

1»0-03  (eodBoled) 3M90 


Fwn  Ci^da  ami  Merieo  Q  Hwiohd) 521,300 

ToUl 4,201,188 

If  we  aaBume  that  aD  these  521,300  immigraiitB  from 
Canada  and  Mexico  and  also  aD  the  119,506  imm%raiits 
throu^  Canada  altered  the  United  States  at  some  jJaee 
having  less  than  100,000  inhabitants  (a  most  improbable 
hypotbesb),  then  706479  ol  the  4;203488  munigrantB  who 
arrired  during  the  decade  1890-1900,  or  16^  per  eent., 
ent^^  outside  a  large  city,  and  83:2  per  o»it.  oitoed  at 
an  urban  gateway.    We  have  thus  fixed  a  maxnnum  limit 
of  9S^  per  cent,  and  a  minhniim  limit  of  83^  per  cent* 
for  the  proportion  of  our  immigrants  entmng  at  a  large 
dty,  and  the  evidence  also  warrants  the  Yxhd  that  the 
true  proportion  is  much  nearer  the  upper  than  the  low^ 
limit.    There  seems  little  doubt  that  more  than  nine-toiths 
of  the  immigrants  enter  the  United  States  at  a  city  of  at 
least  100.000  inhabitants. 

If  we  grant  this,  we  are  in  a  better  position  fat  judging 
the  present  distribution  of  the  foreign  bom  between  dty 
and  country,  as  reported  by  the  census.^  That  distribu- 
tion in  1900  is  given  below: — 

Total  foreign  boni 10,341,276  lOaO 

R««din«  in  all  citifs 6,859,07S  6S.3 

R^kiinf  in  cities  ol  100.000+ 4,006,085  3S.8 

Rcs^kling  in  citM  of  25.000-100.000        .    .    .  1,122,196  laS 

Ra^kimi:  in  cities  018,000-25.000       ....  953,827  9^ 

ResidiDi:  in  cities  of  4.00O-8.00O 479,886  4.6 

R«sidin|:  in  cities  of  2,500-4.000 295,104  2.9 

Residing  in  country  distiiciB 3,482,198  33.7 
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If  nine-tenths  of  these  ten  million  immigrants  reached 
the  United  States  at  some  city  having  at  least  100,000  in- 
habitants and  less  than  four-tenths  were  residing  in  such 
cities  in  1900,  then  more  than  half  of  our  immigrants  must 
have  dispersed  from  the  cities  where  they  landed.  But 
this  is  not  all.  Of  the  4,008,085  foreign  bom  enumerated 
in  thedties  of  100,000+  in  1900,  only  1,978,350, or  lessthan 
half,  were  in  a  seaport  of  that  size.  There  must  have  been 
much  migration  of  the  foreign  bom  from  the  seaport  of 
arrival  to  another  seaport  of  100,000+;  but,  disr^arding 
all  such  currents,  it  seems  clear  that  at  least  8,362,926 
foreign  bom,  or  80.9  per  cent,  of  all  those  in  the  country, 
had  left  the  port  of  arrival  before  the  date  of  the  census. 
The  number  of  1,978,350  foreign  bom,  which  is  the  maxi- 
mum limit  of  the  number  who  had  not  left  the  port  of 
arrival,  is  about  equal  to  the  number  of  foreign  bom  who 
had  been  in  the  United  States  less  than  8.4  years.  It 
seems,  therefore,  that  the  number  of  immigrants  who  re- 
main in  the  port  of  arrival  more  than  8.4  years  is  not 
greater  than  the  number  who  leave  the  port  of  arrival 
for  some  other  part  of  the  country  in  a  shorter  time 
than  that. 

The  total  reported  immigration  arriving  at  any  known 
port  in  the  United  States  between  July  1,  1890,  and  Jime 
30,  1900,  was  3,562,382.  Of  this  2,812,345,  or  78.9  per 
cent.,  entered  at  the  port  of  New  York.  Of  the  total  im- 
migration reported  and  imreported  (4,203,188),  66.8  per 
cent,  landed  at  New  York.  Doubtless  at  least  seven  in 
ten  of  our  immigrants  arrive  there,  but  only  about  one  in 
fourteen  of  the  children  bom  in  the  North  and  West  and 
one  in  twenty-two  of  the  children  bom  in  the  coimtry  are 
bom  in  that  city.  Under  such  conditions  the  swarms  of 
immigrants  f oimd  at  any  time  in  New  York  are  no  more 
conclusive  evidence  of  a  tendency  to  remain  there  than 
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the  clouds  hanging  around  a  mountain  are  proof  Uiat  there 
is  no  wind  at  the  sununit  to  blow  it  away. 

With  regard  to  the  first  point  the  conclusion  is  that  the 
foreign  bom  constitute  about  two  and  one-half  times  as 
great  a  proportion  of  the  population  in  the  largest  cities 
as  they  do  in  the  rural  districts,  and  that,  the  smaller  the 
mxe  of  a  city,  the  smaller,  as  a  rule,  is  the  proportion  of  for- 
eign bom  in  its  population.  But,  when  this  fact  is  con- 
sidered in  relation  to  the  places  of  arrival  of  these  immi- 
grants, it  affords  no  evidence  of  a  tendency  on  Iheir  part 
to  cling  to  or  stagnate  in  the  cities  of  the  country. 

n.  The  evidence  submitted  thus  far  may  be  deemed 
inconclusive  because  the  figures  for  all  the  foreign  bom 
living  in  continental  United  States  in  1900  are  combined. 
The  foreign  bom  of  a  generation  ago,  it  may  be  urged,  had 
a  tendency  towards  the  country  districts  quite  as  marked 
as  the  tendency  of  their  successors  towards  the  cities. 
Millions  of  survivors  of  the  earlier  currents  of  migration 
from  foreign  countries  to  the  farming  districts  are  still 
living  in  the  North,  and  especially  in  the  great  agricultural 
States  of  the  West.  Figures  for  the  total  foreign-bom 
population,  therefore,  if  not  irrelevant,  are  at  least  incon- 
clusive. The  objection  has  weight,  and  is  entitled  to  a 
patient  examination. 

If  it  be  true  that  recent  inunigrants  have  a  stronger 
tendency  towards  cities  than  those  who  entered  the  coun- 
try a  generation  ago,  we  should  expect  that  the  change 
in  the  decade  1890-1900  would  be  in  the  direction  of  an 
increased  massing  of  the  foreign  bom  in  the  cities.  The 
following  table  shows  the  per  cent,  of  foreign  bom  in  each 
group  of  cities  and  in  the  country  districts  in  1890  and 
1900:*— 

>  For  ficuret  from  whieb  than  p«r  oeDts.  are  obtained  and  for  par  oenta.  m 
craatardeuaaaa  Twelfth  OaoMis,  SuppkoMatary  Aaalywrn  and  Deriratiye  TiMei. 
Tabtoe  X..  XI..  XIV..  and  XV. 
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Foreign-bom  Popnlati&n  in 
1900.  1890. 

Total 100.0  100.0 

Alldtiee 66.3  61.4 

Cities  having  100,000+ 38.8  33.4 

Cities  haying  25,000-100,000     ....  10.8  10.8 

Cities  having  8,000-25,000 9.2  9.7 

Cities  having  4,000-8,000 4.6  4.6 

Cities  having  2,600-4,000 2.9  2.9 

Country  districts      33.7  38.6 

Before  considering  the  meaning  of  these  figures,  it  may 
be  weU  to  add  those  for  the  Northern  and  Western  States, 
in  which  about  seventeen  out  of  eighteen  (94.4  per  cent.) 
of  the  foreign  bom  live. 


FORUON-BOKN  POPUI.ATIO» 

r  IN 

North  AtlAntio. 

North  CentTAl. 

Western. 

1900. 

1890. 

1900. 

1890. 

1900. 

1890. 

ToUl 

All  eitiM 

100.0 
83.8 
60.8 
13.9 
11.0 
6.3 
2.8 
16.2 

100.0 
79.9 
43.9 
16.6 
11.8 
6.6 
3.2 
20.1 

100.0 

67.8 

30.8 

6.4 

7.8 

4.1 

2.7 

48.2 

100.0 

47.1 

26.6 

6.6 

8.3 

4.0 

2.6 

62.9 

100.0 

48.8 

19.1 

14.0 

6.4 

4.6 

4.3 

61.7 

100.0 
46.8' 

atM8  hAvinc  100.000+     .    . 
atM8  hATinc  26.000-100^000 
atiM  hAvinc  8.000>25.()00   . 
atiM  hATinc  4.000-8,600     . 
OtMS  hAvinc  2,600-4.000     . 
Country  distrieto 

19.7 

11.9 

6.9 

4.4 

3.9 

63.2 

These  figures  show  both  for  the  country  as  a  whole  and 
for  the  North  and  West  that  the  proportion  of  the  foreign 
bom  living  in  the  country  has  materially  decreased,  and 
the  proportion  living  in  cities,  especially  the  large  cities, 
has  much  increased,  and  seem  at  first  a  dear  confirma- 
tion of  the  increased  tendency  of  our  recent  immigrants 
towards  city  life. 

But  the  rapid  growth  of  urban  population  and  the  slow 
growth  of  rural  population  are  familiar  facts.  The  in- 
creased proportion  of  the  foreign  bom  in  large  cities  may 
be  due  partly  or  entirely  to  the  increased  proportion  of 
the  total  population  in  those  cities.  A  more  significant 
comparison,  therefore,  is  one  showing  the  proportion  of 
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foreign  born  to  the  pc^nilation  in  1890  and  1900.    Sudi 
a  comparison  is  made  in  the  following  taUe: — 


Pbb  Cnn.  Fosnoif  Bout  or  Totai.  Porv- 

LAXMMT. 

Nortk  Atlaatie. 

NortkOMtraL 

1  - 

I 

tarm. 

1900. 

189a 

1900. 

189a 

1900. 

! 

189a 

Total 

Alt  ^t^ 

22.6 
27.8 
32.1 
25.8 
23.6 
19.6 
18.3 
11.5 

22.3 
29i> 
34.0 
28.6 
24.8 
20.5 
17.6 
11.7 

15.8 
21.2 
27.2 
19.1 
16.5 
13.2 
14.0 
12.4 

18.1 
25.8 
33.8 
21.6 
21.8 
17.3 
15.5 

1  »" 

•2a7 

24.6 
1  28i> 
>  26.1 
.  22.3 
;    19.8 

18.8 

31^ 

CitJM  hATiac  100.000+     .    . 
OtiM  kari^  25.000-100.000 
Cit»M  hariac  8,000-25.000    . 
CtM0  kari^  4.000-8.000      . 
OtM  hariac  2,500-4,000      . 
OtMiatiir  dwtricta    ...... 

S7.S 
81.0 
25.7 
26.6 
24^ 
21.1 

As  the  proportion  of  foreign  bom  to  the  total  population 
in  the  country  at  large  decreased  from  14.8  per  cent,  in 
1S90  to  13.6  per  cent,  in  1900,  it  would  be  expected  that 
the  proportion  in  the  several  classes  oi  cities  and  in  the 
several  divisions  would  also  be  smaller.  This  expecta- 
tion is  confirmed  by  the  above  figures.  But,  if  the  f<»*- 
dgn-bom  population  has  been  massing  disproportionately 
in  the  cities,  as  is  generally  believed,  this  tendency  would 
manifest  itself  in  a  smaller  decline  in  the  proportion  of 
foreign  bom  in  the  great  dties.  Just  the  opposite  is  the 
fact.  The  decline  in  the  proportion  of  foreign  bom  to 
total  population  is  greatest,  as  a  rule,  in  the  large  cities 
and  least,  as  a  rule,  in  the  country  districts.  Periiaps  this 
difference  may  be  stated  most  cleariy  as  follows:  in  the 
North  Atlantic  division  the  proportion  of  foreign  bom 
in  the  population  of  cities  of  100,000+  was  2.9  times 
as  great  in  1890  and  2.8  times  as  great  in  1900  as  the  pro- 
portion in  the  country  districts  of  the  same  division  at 
the  same  date;  in  the  North  Central  division  the  propor- 
tion in  large  cities  in  1890  was  2.4  and  in  1900  2.2  times 
that  in  the  country  districts;  in  the  Western  division  the 
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proportion  in  large  cities  in  1890  was  1.8  times  and  in  1900 
was  1.6  times  that  in  the  comitry  districts.  In  other 
words,  the  differences  between  the  large  cities  and  the 
coimtry  districts  in  the  proportion  of  foreign  bom  to  total 
population  tended  to  decrease  in  the  decade  1890  to  1900. 

These  figures  seem  to  warrant,  if  not  to  compel,  the 
belief,  contrary  to  the  prevailing  conviction,  that  the 
foreign  bom  are  showing  an  increased  tendency  towards 
the  country  districts,  yet  I  do  not  so  interpret  them. 
They  should  be  judged  with  reference  to  two  probabilities: 
first,  that  for  many  foreign  bom  the  large  city  is  a  way 
station  on  the  joumey  to  a  smaller  city  or  a  rtu'al  district; 
and,  secondly,  that  the  average  length  of  residence  on 
the  part  of  our  foreign-bom  population  was  probably 
greater  in  1900  than  m  1890. 

The  preceding  argument  may  be  thought  to  have  dem- 
onstrated the  first  point.  Confirmatory  evidence  may 
be  found,  however,  in  the  figures  of  the  Twelfth  Census, 
showing  the  number  of  years  spent  in  the  United  States 
by  the  foreign  bom.* 

Distribution  of  the  foreign-bom  population  of  city  and 
country  according  to  the  duration  of  residence  in  the 
United  States,  1900:— 


NUMBBR  RS8IDINO  IN 

PbrCknt. 

or  ToTAi. 

Duration  op  Rksidbncb. 

atiee  having 

Smaller  cit- 

For cities 

For  smaller 

at  least 

ies  and 

having  at 
least  25.000 

cities  and 

25.000  in- 
habitants. 

country  dis- 

country 

tricts. 

inhabitants. 

districto. 

Total  foreign  bom    .... 

5.130.281 

5.210.995 

Duration  unknown  . 

379.980 

632.673 

Duration  known   .    . 

4.750.301 

4.578.322 

100.0 

100.0 

Less  than  5  yean 

538.459 

465.410 

11.4 

10.2 

5  to  9  years   .    .    . 

774.716 

584,515 

16.3 

12.8 

10  to  14  years  .    . 

914.146 

682,784 

19.2 

14.9 

15  to  19  years  .    . 

794,867 

771,681 

16.7 

16.8 

20  years  and  over 

1.728.113 

2.074.035 

36.4 

45.3 

Median  duration  in  jrears 

15.9 

18.6 

'  The  figures  from  which  the  numbers  and  per  cents,  have  been  derived  may 
be  found  in  Twelfth  Censuf .  Sm>plementary  Analysis  (1906).  Table  XXIX. 
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The  preceding  figursB  show  that  the  foreign-bom  popu- 
lation living  outside  of  the  160  cities  of  continental  United 
States  had  resided  in  this  country  in  1900  on  the  average 
about  2.7  years  longer  than  the  foreign-bom  populaticHi 
in  those  cities,  an  excess  equal  to  about  one-sixth  of  tlie 
time  the  city  foreign  bom  have  been  in  the  country. 
The  argument  that  the  currents  have  flowed  and  are 
flowing  from  city  to  country,  although  strengthened  by 
these  figures,  is  still  incomplete,  because  they  are  consist- 
ent with  the  hypothesis  that  we  have  to  do  witii  the  re- 
sults of  two  currents  of  migration, — an  earlier  current  to 
the  country  districts  and  a  later  one  to  the  cities. 

That  our  f  oreign-bcxn  population  had  been  in  the  United 
States,  on  the  average,  a  longer  time  in  1900  than  in  1890 
is  an  inference,  almost  a  necessary  inference,  from  the 
inmiigration  figures  of  1880  to  1900.  The  reported  immi- 
grants  1880  to  1890  numbered  5,246,613;  those  1890 
to  1900  numbered  3,687,564,  the  number  in  the  earlier 
decade  exceeding  that  in  the  later  by  more  than  one  and 
one-half  million.  This  fact  would  be  almost  certain  to 
result  in  a  longer  average  duration  of  residence  in  the  United 
States  in  1900  than  in  1890.  Unfortunately,  the  answers 
to  the  question,  ''Number  of  years  in  the  United  States?" 
introduced  into  the  Federal  census  for  the  first  time  in 
1890,  were  tabulated  at  that  census  only  for  the  aliens, 
and  consequently  no  comparison  of  results  for  1890  and 
1900  can  be  drawn. 

In  default  of  anjrthing  better  the  following  computa- 
tion may  throw  some  light  on  the  question  whether  the 
foreign-bom  population  had  been  longer  in  the  United 
States  in  1900  tiian  in  1890.  Of  the  foreign  bom  enum- 
erated in  the  United  States  in  1900  the  duration  of  resi- 
dence of  90.21  per  cent,  was  reported.*  If  the  information 
had  been  asked  and  obtained  with  the  same  degree  of 

1  Twdfth  OensuB,  Abstntet,  Table  X 
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completeness  for  the  9^9,547  foreign  bom  enumerated 
in  1890,  then  the  duration  of  residence  of  about  8,344,000 
would  have  been  ascertained.  In  1900  there  were  2,363,- 
097  foreign  bom  enumerated  as  having  been  in  the  United 
States  less  than  ten  years.^  This  is  64.1  per  cent,  of  the 
immigrants  reported  as  having  come  in  during  the  pre- 
ceding ten  years.  If  we  assume  that  64.1  per  cent,  of  the 
5,246,613  immigrants  who  came  in  between  1880  and  1890 
would  have  been  found  in  the  United  States  in  1890,  and 
have  reported  their  length  of  residence  as  less  than  ten 
years,  there  would  have  been  about  3,363,200.  On  these 
assumptions  the  per  cent,  of  the  foreign  bom  of  known 
length  of  residence  who  had  been  in  the  country  less  than 
ten  years  would  have  been  40.3  in  1890 :  it  was  25.4  in  1900* 
This  computation  goes  far  to  confirm  the  theory  that  the 
average  duration  of  residence  of  the  foreign  bom  was  de- 
cidedly greater  in  1900  than  in  1890. 

If  the  large  city  is  for  many  immigrants  a  way  station 
on  the  joumey  to  the  smaller  cities  and  rural  districts, 
and  if  the  average  duration  of  residence  of  immigrants  in 
1900  was  materially  greater  than  in  1890,  this  would  have 
afforded  time  for  a  larger  proportion  of  the  immigrants  to 
have  reached  their  destination  by  the  later  date. 

Thus  far  we  have  failed  to  find  any  evidence  that  the 
tendency  of  the  foreign  bom  towards  urban  life  is  any 
stronger  or  any  weaker  than  the  tendency  of  the  natives 
of  this  country  towards  urban  life.  All  the  facts  exam- 
ined have  been  found  consistent  with  the  theory  that 
the  larger  proportion  of  foreign  bom  in  oiu*  cities  is  due 
to  the  fact  that  nine-tenths  of  them  arrive  in  cities,  and 
that  it  takes  them  a  long  time  to  disperse  from  these 
centres. 

The  Twelfth  Census,  however,  offers  further  interesting 
evidence  on  this  point.    The  number  of  years  in  the 

'Twelfth  Census,  Abstract,  Table  XLVIII. 
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United  States  is  reported  for  the  foreign-lxHii  population 
not  only  of  continental  United  States  and  of  the  several 
States  and  Territories,  but  also  oi  the  160  cities  eadi  hav- 
ing at  least  25,000  inhabitants,  and  fw  years  under  six 
by  each  year  of  residence.    These  figures  make  it  possible 
to  study  the  distribution  over  the  United  States  and  be- 
tween city  and  country  of  the  immigrants  who  have  been  in 
the  United  States  a  short  period  of  time.    The  last  census 
reported  201,128  foreign  bom  on  the  first  day  oi  June, 
1900,  who  had  been  in  the  country  less  than  one  year. 
The  Bureau  of  Inunigration  reported  431,501  immigrants, 
other  than  inmiigrants  from  Canada  and  Mexico,  to  have 
arrived  between  June  1,  1899,  and  June  1,  1900.    If  we 
add  14.2  per  cent,  to  this  number  for  an  estimate  of  the 
immigrants  from  Canada  and  Mexico  in  that  year,  we  have 
an  estimated  number  of  492,600  immigrants  during  the 
census  year  1899-1900,  of  iidiom  only  40.8  per  cent,  were 
found  by  the  census  at  the  end  of  that  time.    To  attempt 
a  reconciliation  of  these  figures  would  involve  too  long  a 
digression,  but  it  may  be  well  to  mention  that  the  census 
found  1,012,653  foreign  bom  iidiose  length  of  residence 
was  unreported,  and  that  probably  very  many  of  these  were 
recent  arrivals  with  whom  the  enumerators  may  have 
found  it  difficult  to  communicate. 

The  places  of  arrival  of  the  448,572  inunigrants  who 
reached  the  United  States  during  the  year  ending  June  30, 
1900,  may  fairly  be  taken  as  indicative  of  the  places  of 
arrival  of  the  201,128  foreign  bom  reported  by  the  census 
as  having  been  in  the  country  less  than  one  year  on  the 
first  day  of  June,  1900.  These  immigrants  reported  by 
the  Bureau  of  Immigration  increased  by  14.2  per  cent,  for 
the  Canadian  and  Mexican  immigrants,  give  a  total  of  512,- 
092  for  that  fiscal  year.  Assimiing  that  all  those  from 
Canada  and  Mexico  arrived  in  the  United  States  outside 
of  a  city  of  25,000  inhabitants, — a  most  improbable  hy- 
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pothesis,  the  main  reason  for  which  is  that  it  is  more 
unfavorable  to  my  argument  than  any  other  which  can 
be  suggested, — ^we  have  the  following  figures: — 

Total  immioranU     Pmr  emU, 

PltM  of  arrival                                               1899-1900.  dittrOmtian. 

Total 512,092  100.0 

New  York  City 341,712  66.8 

Some  other  city  of  25,000+ 71,842  14.0 

Total  arriving  outside  a  Large  city 98,548  19.2 

Some  place  of  0-25,000      11,828  2.3 

Throu^  Canada 23,200  4.5 

From  Canada  and  Mexico 63,520  12.4 


If  the  201,128  foreign  bom  of  less  than  one  year's  resi- 
dence reported  by  the  census  be  assumed  to  have  arrived 
at  city  and  coimtry  ports  in  the  same  proportions  as  the 
immigrants  of  1899-1900,  they  would  have  been  distrib- 
uted on  arrival  as  appears  below.  Over  against  the  num- 
ber among  these  201,128  estimated  to  have  arrived  at  each 
class  of  place  during  the  year  is  set  the  number  f oimd  there 
by  the  census  at  the  end  of  the  year: — 

BttimaUd  numbor         Numbor 
Plae^of  arrival.  arriving.  onumoraUd. 

Total 201,128  201,128 

New  York  aty 134,350  26,843 

Someother  seaport  of  25,000+ 28,160  10,929 

Some  city  of  25,000+ not  a  seaport      ...  0  54,204 

Rest  of  country 38,618  109,152 

The  above  figures  show  that  within  a  period  averaging 
six  months  after  their  arrival  at  New  York  City  not  less 
than  107,000  out  of  134,000  immigrants,  or  four-fifths  of 
the  total  number,  had  left  that  city,  and  dispersed  over 
other  parts  of  the  coimtry.  Many  of  them  doubtless  went 
to  some  one  of  the  other  seaports  of  at  least  25,000  inhabi- 
tants, and  many  arrivals  at  these  other  seaports  doubtless 
removed  to  New  York  City.  Yet  the  number  found  in 
all  these  other  seaports  by  the  census  was  17,000  less  than 


Digitized  by 


Google 


640 


QUARTERLY  JOURNAL  OF  ECONOMICS 


the  number  who  landed  there;  that  is,  at  least  three-fifths 
(A  the  arrivals  at  those  ports  had  left  them  for  other  parts 
of  the  country.  On  the  other  hand,  more  than  a  quarter 
(A  those  who  arrived  in  the  country  were  found  wit^  six 
months  at  some  one  of  the  149  cities  having  at  least  25,000 
inhabitants  which  were  not  seaport  cities,  and  which  must 
have  been  readied,  therefore,  by  a  process  of  migration 
and  dispersion  within  the  country.  More  than  half  ot  tiie 
total  arrivals,  also,  were  found  outside  of  any  city  o(  that 
size;  that  is,  in  what  might  be  called  the  country  districts 
of  the  United  States.  These  figures  prove  with  a  con- 
clusiveness hitherto  imattidnable  that  the  congestion  of 
the  foreign  bom  in  our  large  cities,  particulariy  the  sea- 
board cities,  is  in  no  sense  an  evidence  that  the  arrivals 
linger  or  stagnate  there.  On  the  contrary,  the  fweign- 
bom  population  of  the  United  States  is  in  a  process  oi  inr 
cessant  and  most  rapid  migration  over  the  face  of  the 
country,  foUowing  the  allin^ments  of  economic  advantage 
and  opportunities  as  they  present  themselves. 

A  more  detailed  study  of  the  distribution  of  these  recent 
arrivals  may  be  found  illuminating.  They  were  distrib- 
uted through  the  five  main  divisions  and  throu^  the 
cities  and  country  districts  as  shown  in  the  following 
table:— 


Number  of  foreign  bom  who 
have  been  in  the  United 
States  less  than  one  year. 

PM^  cent,  livinc  in 
cities  of  25.000. 

DmsiON. 

Total. 

Ineities 

In  omaUer 
cities  and 
country 
districts. 

Amonc 

Amonc 
fonicn 
bora  in 
U.aiess 
than  lyear 

Continental  United  States 

North  AtlanUo 

North  Central 

Wertem 

South  Atlantic 

South  Central 

201.128 

129.666 

46,087 

18.093 

3.965 

4.318 

91.976 

68.661 

16.963 

4.663 

1.291 

496 

109.152 

61.104 

28424 

13,430 

2.674 

3.820 

26.0 
48.0 
23.1 
25.2 
12,4 
8.4 

46.7 
52.9 
37.6 
25.8 
32.6 
11.6 
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The  preceding  figures  show  that  four-ninths  of  the  recent 
immigrants  are  living  in  the  160  cities  which  contain  only 
about  one-fom-th  of  the  total  population.  But  they  sug- 
gest, also,  that  this  difference  is  due  mainly  to  the  region 
to  which  they  first  come.  In  the  North  Atlantic,  South 
Central,  and  Western  divisions  these  recent  inmiigrants 
are  distributed  between  city  and  country  in  almost  the 
same  proportions  that  prevail  among  the  general  popula- 
tion. In  the  South  Atlantic  and  North  Central  divisions 
recent  inmiigrants  are  massed  in  the  cities.  There  are 
37  States  in  the  Union  each  of  which  had  in  1900  at  least 
one  city  of  25,000-f-  inhabitants.  In  12  of  these  States 
the  foreign  bom  reported  as  in  the  coimtry  less  than  one 
year  were  more  numerous  in  the  cities  than  in  the  rest  of 
the  State.  In  25  the  recent  inumgrants  were  most  numer- 
ous in  the  country  districts.  In  Pennsylvania,  for  ex- 
ample, the  foreign  bom  who  had  been  here  less  than  one 
year  and  who  were  residing  in  1900  in  some  one  of  its  18 
cities  of  25,000+  population,  numbered  12,841.  Those  in 
the  rest  of  the  State  numbered  20,205. 

Additional  evidence  bearing  upon  the  parts  of  the  coun- 
try to  which  recent  immigrants  are  going  may  be  found 
by  computing  the  per  cent,  that  the  foreign  bom  who  have 
been  in  a  place  less  than  one  year  make  of  all  foreign  bom 
in  that  place.*  The  figures  show  that  in  West  Virginia 
the  newly  arrived  immigrants  constitute  a  larger  propor- 
tion of  the  total  foreign  born  population  than  elsewhere, 
and  in  Kentucky  and  Arkansas  they  constitute  a  smaller 
proportion  than  elsewhere.  In  the  cities  the  largest  pro- 
portion of  recent  immigrants  is  f oimd  in  the  State  of  Wash- 
ington, the  smallest  in  Kentucky.  In  the  coimtry  dis- 
tricts the  largest  proportion  is  in  West  Virginia,  the  small- 
est in  Kentucky,  Missouri,  and  Arkansas.  Can  it  be 
shown  that  this  distribution  of  recent  inmiigrants  indicates 

>  See  Twelfth  Oanmu,  Supplflmeatary  Analysis,  Table  AJULIY. 
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a  failure  to  appreciate  the  ecooomic  opportunities  before 
them  or  that  it  could  be  materially  improved  if  guided  by 
any  govermnent  agency? 

We  may  paas  now  to  a  study  ci  the  distributicMi  of  cer- 
tain natwMialities  between  dty  and  country.  In  the  re- 
port of  the  Senate  Committee  on  Immigrati<Hi  of  1896  the 
immigration  from  Austria-Hungary,  Italy,  and  Russia,  is 
ref ored  to  as  undesirable  and  as  tending  to  swarm  in  the 
cities.  In  the  foDowing  table  the  naticmalities  most  con- 
centrated in  the  dties  of  25,000+  in  1900  are  indicated:— 


j 

Fbnmr  Bon. 

To«^ 

Li«it>woC 
-     SS,00(H>. 

I^roHt. 

B«na       

I          42X796 

3S3.407 

484,027 

t.615.450 

317.7W 

302.224 

1.00X810 

8X287 

147.730 

77.879 

L,33».351 

74A 

IVjUnd 

Italy 

iM^MBd 

Bobemm 

SL6 
€3.4 
62.0 
54.3 

275.907 

14S.714 

2.663.418 

515 

HvMrBnr 

5X4 

CSnABT  .        .                       .    , 

50i2 

The  preceding  figures  ^ow  that  the  Russians,  Poles, 
Italians,  and  Irish  were  most  massed  in  the  cities  of  the 
country,  each  of  these  four  elements  having  betwe^i  three- 
fifths  and  three-fourths  of  its  numb»s  in  the  ddes.  The 
difficulties  in  adjusting  the  census  figures  of  country  of 
birth  to  those  of  the  Bureau  of  Immigrati<Mi  for  Russia  and 
Poland  have  been  found  insuperable.  F<h'  some  years 
the  Bureau  of  Immigration  assigned  the  Pdish-speaking 
immigrants  to  Poland,  for  others  to  the  country  now  gov- 
erning the  part  of  Poland  in  whidi  the  inmiigrant  was 
bom.  Because  of  this  difficulty  the  distribution  oi  the 
Italians  has  been  chosen  for  special  study. 

To  study  the  distribution  of  Italians  from  New  Yori^ 
City  between  1S90  and  1900.  it  is  important  to  ascertain 
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the  number  living  in  1890  within  the  present  limits  of 
Greater  New  York.  I  have  determined  that  nmnber  as 
follows,  the  figures  for  Queens  and  Westchester  being  es- 
timates:— 

New  York  Ck>unty 39,»51 

Kin^B  County 9,789 

Richmond  County 262 

Queens  County 948 

Westchester  County 184 

Total 51,134 


The  number  of  Italians  in  1890  within  the  present  limits 
of  Queens  County  has  been  estimated  on  the  assumption 
that  the  part  cut  off  from  Queens  in  1899  to  form  Nassau 
Coimty  contained  in  1890  the  same  proportion  that  it  did 
in  1900  of  all  the  Italians  in  the  former  Queens  County  at 
the  same  date.  The  number  of  Italians  in  1890  in  the  part 
of  Westchester  later  incorporated  in  New  York  has  been 
estimated  as  10.1  per  cent,  of  the  total  number  of  Italians 
in  Westchester  in  1890  (namely,  1,820)  because  10.1  per 
cent,  of  the  population  of  that  coimty  in  1890  was  included 
in  the  part  transferred  to  New  York. 

During  the  decade  between  1890  and  1900  651,893 
Italian  immigrants  landed  in  the  United  States.  In  the 
same  period  the  number  of  Italians  residing  in  the  United 
States  increased  301,447,  a  number  equal  to  46.2  per  cent, 
of  the  current  of  immigration.  During  the  same  decade 
about  627,736  immigrants  from  Italy,  or  96.3  per  cent,  of 
the  total  current,  landed  in  New  York  City.*  Assuming 
that  46.2  per  cent,  of  these  immigrants,  or  290,000,  re- 
mained in  the  country  until  1900,  and  contributed  to  sweU 
its  population  of  Italian  birth  at  that  date  (the  others 

>  The  ficures  for  Italians  landing  in  New  York  1890-96,  inelunve,  are  in  the 
pubUshed  reports  of  the  Bureau  of  Immigration,  those  for  1898-1900  have  been 
kindly  furnished  me  from  manuscript  records  of  the  Bureau,  the  non-existent  figures 
for  1896-98  have  been  estimated  on  the  assumption  that  the  average  proportion 
in  the  other  eight  years  (96.3  per  cent.)  held  true  for  those. 
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either  returning  or  dying  or  filling  gaps  caused  by  deaflifl 
among  the  Italians  in  the  country  in  1890),  and  assuming, 
further,  that  none  of  these  290,000  removed  from  New 
Yoric  City,  the  Italian  bom  population  of  that  city  in  1900 
would  have  been  341,134.  It  was  145,433,  indicating  that 
about  196,000,  or  two-thirds,  of  the  Italian  additions  to 
the  population  of  New  York  City  during  the  decade  had 
left  before  its  close. 

A  different  method  of  analysis  is  made  easier  by  some 
figures  recently  published  by  the  Census  OflGice.  The  coun- 
try has  been  divided  into  urban  and  rural  by  putting  into 
the  urban  dass  for  1890  and  1900  all  places  which  had 
25,000  or  more  inhabitants  in  1890  and  into  the  rural  all 
the  rest  of  the  population.  The  urban  population  of  Ital- 
ian birth  was  107,337  in  1890  and  296,040  in  1900,  show- 
ing an  increase  of  176  per  cent,  in  ten  years.  The  rural 
population  of  Italian  birth  was  75,243  in  1890  and  187,987 
in  1900,  showing  an  increase  of  150  per  cent,  in  ten  years. 
When  one  considers  that  at  least  nine-tenths  of  the  additions 
to  the  foreign-bom  population  are  made  in  the  first  in- 
stance to  the  cities,  and  also  that  cities,  especially  in  the 
North,  have  a  much  more  rapid  growth  than  coimtry  dis- 
tricts, it  is  hard  to  find  in  these  figures  any  evidence  of 
a  tendency  to  city  life  distinguishing  the  Italians  either 
from  the  native  population  or  from  other  classes  of  the 
foreign  bom. 

With  regard  to  the  second  point  the  evidence  seems  to 
warrant  the  conclusion  that  neither  recent  inunigrants  as  a 
class  nor  Italian  immigrants  who  were  selected  as  the  most 
available  national  type  of  recent  immigrants  show  any 
characteristic  tendency  towards  or  fondness  for  city  life. 

III.  The  evidence  on  the  third  point,  that  this  ten- 
dency towards  urban  life  is  characteristic  of  illiterate  im- 
migrants, is  so  slight  as  to  require  little  analysis.    On  De- 
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cember  13,  14,  and  15,  1895,  members  of  the  Executive 
C!ommittee  of  the  Immigration  Restriction  League  ex- 
amined "  about  1,000  immigrants  over  sixteen  years  "  of  age 
concerning  their  destination  and  their  ability  to  read  and 
write.  The  figures  indicate  that  865  were  actually  ex- 
amined, of  whom  331  were  foimd  on  a  test  to  be  illiterate 
and  534  able  to  read.  17  per  cent,  of  the  534  literates 
and  11  per  cent,  of  the  331  illiterates  gave  as  their  desti- 
nation some  State  of  the  Mississippi  Valley.*  The  differ- 
ence is  too  slight  to  be  significant,  the  numerical  basis  too 
small  to  fmnish  more  than  a  mere  indication,  the  state- 
ments made  at  landing  regarding  the  intended  destination 
are  imtrustworthy  as  evidence  of  whsA  residence  will  be 
chosen,  and  the  illiterates  as  a  class  would  know  less  of 
American  geography,  and  be  less  likely  to  have  definite 
plans.  The  same  report  recites  evidence  from  the  Com- 
missioner of  Labor's  Report  that  the  slum  districts  of 
Baltimore,  Chicago,  New  York,  and  Philadelphia  are 
largely  tenanted  by  illiterate  foreigners  and  their  children. 
But  this  evidence  throws  little  light  upon  the  real  issue. 

If  we  were  to  admit  that  illiteracy  is  more  prevalent 
among  the  urban  foreign  bom,  this  would  not  prove  a 
tendency  of  illiterates  towards  cities.  It  might  be  due 
either  to  the  fact  that  the  urban  foreign  bom  had  been  in 
the  coimtry,  as  already  proved,  a  shorter  time  than  the 
rural  foreign  bom,  and  in  many  instances  not  long  enough 
to  have  learned  to  read  and  write,  or  to  the  fact  that  the 
urban  foreign  bom  are  the  survivors  from  a  more  recent 
ciurent  of  immigration,  and  that  recent  immigrants  are 
more  illiterate  than  those  who  formerly  came  to  this  coun- 
try. 

But  first  we  may  ask  the  question,  Is  illiteracy  more 
prevalent  among  urban  immigrants?  The  following  table 
gives  the  figures  for  the  city  and  coimtry  districts  of  New 

>  Fifty-fourth  Oonfrws,  lint  Seaoion.  Senate  Report  No.  20a 
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York  State.  The  per  cent,  of  illiterates  among  the  foreign- 
bom  white  population  of  the  cities  of  25,000+  and  the 
rest  of  the  State,  1900,  was  as  follows:— 

PeremL  UKltraim  amamg 
Oil/,  f9rmQt^4Mm  ^kUm  at  tmaat 

Rochester      7.9 

Syrmcuse       9.7 

Albany      10.0 

Auburn     10.6 

Yonkera 10.9 

Buffalo      12.0 

Elmira      12.4 

BingbamtoD 13.8 

NewYoA      13.9 

Troy 14.0 

Utioa 16.0 

Sehmectady      16.1 

Rest  of  State 16.1 

Each  of  the  twelve  cities  of  25,000+  in  New  York  State, 
except  Schenectady,  has  a  lower  per  cent,  (tf  illiteracy 
among  the  immigrants  than  is  foimd  outside  these  cities. 
In  other  States  similar  results  would  be  found.  As  a  rule, 
illiteracy  in  any  dass  of  the  population  is  more  prevalent 
outside  of  cities  than  in  them.  Not  merely  is  there  a  lack 
of  evidence  to  prove  the  third  point,  there  is  also  direct 
evidence  to  disprove  it. 

The  first  three  positions  being  foimd  to  lack  evidence, 
the  third  and  fourth,  which  assumed  their  truth,  fall  to  the 
groimd.  If  there  is  no  evidence  of  a  disadvantageous  or 
dangerous  tendency  towards  cities  on  the  part  of  inmii- 
grants  as  a  class,  of  recent  immigrants,  or  of  illiterate  im- 
migrants, the  main  argument  in  favor  of  intervention  by 
the  government  to  distribute  them  properiy  falls  to  the 
ground. 

Walter  F.  Willoox. 
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IRELAND. 


Probably  no  more  interesting  attempt  has  been  made 
in  recent  years  to  extend  the  field  of  co-operative  activity 
than  that  initiated  in  Ireland  seventeen  years  ago.  The 
economic  conditions  of  Ireland  are  so  peculiar  that  they 
have  been  generally  looked  to  for  instructive  test  of  the 
working  qualities  of  the  particular  forms  of  co-operation 
which  have  been  introduced,  as  well  as  to  throw  much  light 
on  the  possibilities  of  co-operation  as  a  remedy  for  such 
conditions.  The  reports  which  have  reached  us  from 
time  to  time,  too,  of  the  numerical  growth  of  co-opera- 
tive societies  in  Ireland^  are  sufficient  assurance  that 
this  experiment  is  being   conducted  on  a   scale  large 


The  foUowinc  ficnreo,  OliutrativB  of  the  srowth  of  oo-operative  Booietiea,  are 
from  the  Reporte  of  the  Irish  Acrieulturml  Organisation  Society: — 


I 


Mar.  31 
Mar.  31 
Mar.  31 
Mar.  31 
Mar.  31 
Mar.  31 
Dee.  31 
Dee.  31 
Dee.  31 
Dee.  31 
Dee.  31, 


,  1894. 
,1806. 
.1806. 
,  1807. 
.  1896. 
,1800. 
,1000. 
,  1001  . 
.1002  . 
,  1003  . 
,  1004  . 


1 


33 

66 

60 

83 

123 

163 

171 

106 

247 

287 

260 


<C^ 


8 
8 
0 
10 
13 
88 
66 
81 
76 
73 
60 


1 

2 

3 

16 

48 

76 

101 

146 

201 

200 


10 

80 

46 

77 

00 

106 

112 

123 

140 

130 


26 
81 
36 
26 


88 
60 
66 
64 


17 
27 
21 


4 
13 
34 
60 

8 
14 
18 
16 


|2 


42 

76 
110 
148 
243 
424 
470 
664 
706 
830 
777* 


These  societies,  exelnsive  of  the  unregistered  auxiliaries,  had,  on  Dee.  81, 1004, 
tnacgresate  membership  of  76,063. 


*  The  falling  off  in  the  number  of  societies  for  1004  is  due  to  the  dissolution 
of  131  societies,  most  of  which  had  never  got  to  work. 
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enough  to  make  its  results  of  considerable  practical  value. 
Yet  it  is  not  simply  as  an  experiment  in  co-operation  that 
this  Irish  movement  should  be  judg^.  The  primary 
object  of  those  who  inaugurated  it  was  not  the  justificaticHi 
of  co-operative  faith,  but  the  amelioration  of  Irish  con- 
ditions. Co-operation  with  them  was  a  means  to  that  end. 
In  this  article,  then,  it  is  proposed  to  indicate  in  a  general 
way  how  the  co-operative  experiment  has  worked  and 
what  it  has  done  for  Ireland.^ 

The  rise  of  co-operation  in  Ireland  has  been  independent 
of  the  older  movement  in  Great  Britain.  In  En^and 
and  Scotland  co-operation  has  been  taken  up  chiefly 
by  the  artisan  population  of  the  large  manufacturing 
centres,  and  applied  mainly  to  the  ownership  of  distributive 
stores.  In  Ireland,  where  the  people  are  far  more  scattered, 
and  dependent  on  agriculture  rather  than  on  manufactures, 
all  the  co-operative  societies  ofl&cially  connected  with  the 
movement,  with  the  exception  of  a  number  of  associations 
of  girls  engaged  in  making  lace  and  crocheted  goods  and 
one  association  of  shirt-makers,  are  composed  of  farmers 
seeking  to  improve  their  positions  as  producers.  To  find 
co-operative  societies  similar  in  constitution  and  function, 
we  must  look  to  the  Continent,  where  agricultural  con- 
ditions resemble  those  in  Ireland  more  closely.  Co- 
operation for  purchase  and  sale  and  for  improving  breeds 
of  stock  has  been  a  fixture  in  Western  European  agriculture 
since  the  '80's.  Co-operative  dairying  siao  has  been  well 
developed  in  Germany,  Switzerland,  Holland,  and  Den- 
mark. In  Denmark  co-operative  bacon-curing  is  an 
important  industry;  in  Germany  co-operative  associations 

iTh0eo(momieikkof  the  moTement  alone  beonaidered  in  thMArti^  Tlioee 
who  wioh  to  underatand  it«  full  sisnifieanee  as  a  part  of  a  broad  plan  for  the  re- 
Cmeration  of  the  Irish  agricultural  population,  soeiaUy  as  well  as  eeooofnieally, 
should  read  Sir  Horace  Plunkett's  Ireland  in  the  Nwm  Century  (revised  edition. 
Dutton  A  Co..  New  York,  1905).  In  this  work  the  co-operative  movement  »  fnlly 
diwiuwseit  in  its  economic,  sociolocical,  and  political  aspects  byitsrecocniaed  fbundsr 
and  leader. 
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of  wine-growers  are  common;  and  in  France,  where  co- 
operative dairying  is  neither  extensive  nor  remarkably 
successful,  the  production  of  wines  and  spirits  seems  to  be 
carried  on  well.  In  almost  every  coimtry  of  Europe  there 
are  associations  for  securing  better  facilities  for  agricultural 
credit.  In  some  coimtries,  as  in  Denmark  and  France,  the 
state  grants  loans  to  farmers  through  the  medium  of  such 
associations.  In  others  the  credit  societies  have  no  con- 
nection with  the  state,  but  obtain  loans  locally  on  the 
security  of  unlimited  liability  of  the  members  and  super- 
vision of  the  expenditure  of  the  loans.  Not  all  of  these 
forms  of  co-operation  have  been  developed  in  Ireland; 
but  the  growth  has  been  in  similar  directions. 

The  more  important  of  the  Irish  co-operative  associations 
are  the  "dairy,"  ''agricultiu^l  credit,"  "agricultimd," 
•'poultry,"  "bee-keepers,"  and  "home  industries"  so- 
cieties. The  co-operative  dairy  associations  are  organiza- 
tions of  farmers  who  have  combined  to  equip  and  control 
the  creameries  in  which  the  milk  from  their  cows  is  manu- 
factured into  butter.  The  agricultural  credit  societies 
create  a  security  by  association  which  enables  them  to 
borrow  fimds  for  the  purpose  of  lending  them  out  to  their 
own  members.  The  agricultural  societies  aim  principaUy 
at  the  joint  purchase  of  agricultural  requirements,  such 
as  seeds,  artificial  manures,  and  feeding  stuffs,  and  the 
sale  in  bulk  of  agricultural  produce;  and  the  bee-keepers' 
societies  at  the  joint  purchase  of  hives  and  appliances 
and  the  sale  of  honey.  Some  of  the  agricultural  societies 
also  own  pure-bred  stallions,  bulls,  boars,  or  rams  by  which 
breeding  animals  are  served  at  stipulated  fees.  The  use 
of  expensive  agricultural  machinery  also  is  made  possible 
by  co-operative  ownership  for  farmers  on  holdings  too 
small  to  warrant  individual  purchase.  The  object  of  the 
poultry  societies  is  the  introduction  of  better  breeds  of 
poultry,  of  more  scientific  feeding,  and  of  improved  methods 
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of  marketing  eggs  and  table  poultry.  The  lace- workers 
have  been  organized  m  home  industries  societies  in  order 
that  they  may  secure  new  designs  more  readily  and  cheaply, 
obtain  systematic  instruction,  and  market  their  finished 
goods  more  advantageously. 

The  machinery  of  organization  in  the  case  of  the  agri- 
cultural, bee-keepers',  and  poultry  societies  is  exceedingly 
simple.  Each  member  must  be  a  shareholder  in  his  society 
to  the  extent  of  one  share  at  least ;  but,  as  these  associations 
require  very  littie  in  the  way  of  plant,  their  share  capital 
is  usually  not  large.  The  conunittee  which  conducts  the 
bufflness  of  the  society  is  elected  annually,  each  member 
of  the  association  having  one  vote,  regardless  of  the  nimiber 
of  shares  he  owns.  When  supplies  are  to  be  bought  or 
produce  sold,  the  society  takes  the  place  of  the  middleman, 
buying  from  the  wholesaler  and  selling  to  the  members, 
and  buying  from  the  members  to  sell  to  the  wholesaler. 
A  small  conmiission  is  charged  on  each  transaction  to 
cover  the  cost  of  management.  Any  profits  which  may 
accrue  from  the  year's  purchases  and  sales,  or  from  the 
ownership  of  animals  or  machinery,  are  divided  among 
the  members,  after  interest  on  the  share  capital  has 
been  provided  for,  in  proportion  to  the  amoimt  involved 
in  the  transactions  of  each  with  the  society.  The  home 
industries  societies,  though  di£fering  in  fimction,  may  be 
classed  in  organization  with  the  agricultural  societies. 
The  expenses  of  management  and  instruction,  in  the 
case  of  these  societies,  are  met  by  deductions  from  the 
proceeds  of  the  sale  of  each  girl's  work. 

The  dairy  associations  are  organized  on  the  same  broad 
lines  as  the  agricultural,  poultry,  and  bee-keepers'  societies, 
but  the  nature  of  the  business  carried  on  necessitates  a 
much  larger  share  capital.  This  capital  is  subscribed  by 
the  members,  each  taking  a  certain  minimum  number  of 
shares  and  as  many  more  as  he  chooses.    The  shares  are 
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tisually  paid  in  cash  to  the  extent  of  one-fourth  or  one-half 
of  the  value;  the  balance  being  paid  in  milk.  All  the  milk- 
produdng  farmers  of  the  district  within  which  the  society 
operates  are  eligible  for  membership,  but  no  one  may 
supply  milk  to  a  society  for  a  longer  period  than  three 
months  without  becoming  a  member.  The  manager  of 
the  creamery  and  other  employees  are  engaged  by  and  are 
under  the  direction  of  an  elected  managing  committee. 
Each  member  is  paid  for  the  milk  he  sends  to  the  creamery 
in  accordance  with  the  butter  fat  it  contains,  at  rates  fixed 
by  the  committee.  The  profits  on  the  business  of  the 
year,  after  interest  on  the  share  capital  has  been  deducted, 
are  carried  to  the  reserve  imtil  the  cash  assets  exceed  lia- 
bilities, after  which  time  10  per  cent,  of  the  net  profits  go 
to  the  employees,  and  the  remainder  to  the  members  in 
proportion  to  the  value  of  the  milk  supplied  by  each.* 

Many  of  the  dairy  associations  owning  creameries  have 
branches  known  as  ''auxiliaries"  connected  with  them. 
These  branches  are  similar  in  organization  to  the  other 
dairy  associations,  with  the  exception  that  each  holds  a 
definite  number  of  shares  in  the  central  dairy  association 
to  which  it  is  auxiliary,  and  has  a  definite  representation 
upon  its  managing  committee.  Their  fimctions,  however, 
are  of  a  more  limited  character.  The  auxiliary  society 
buys  milk  from  its  members,  separates  the  cream,  and  then 
sends  the  latter  to  the  central  creamery  for  churning. 
The  central  association  pays  the  auxiliary  for  the  cream 
according  to  the  butter  fat  it  contains,  at  the  usual  rates, 
with  something  added  to  cover  the  cost  of  separation  and 
carting.  The  auxiliary  shares  in  the  profits  of  the  central 
society  precisely  as  any  other  member.  This  auxiliary 
system  has  been  adopted  very  generally,  as  few  creameries 
could  be  kept  fully  employed  with  the  supply  obtainable 

>  The  ouUiiM  of  the  orguiintioa  of  the  dmity  eoeietiae  here  girea  f oUowe  the 
rales  reoommeoded  by  the  OrgAiueatkm  Soeiety.  Theee  nilei  are  not  etrietly  ed- 
hered  to  in  erery  eeee. 
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from  an  area  small  enough  to  permit  direct  delivery  of  the 
milk. 

When  we  reach  the  agricultural  credit  societies,  we  have 
to  deal  with  a  type  of  organization  dififerent  from  that  of 
the  dairy  associations.  The  credit  sodeties  in  Ireland  are 
modelled  after  the  Raififeisen  credit  associations  whidi 
have  been  so  successful  in  Germany.  Membership  is 
usually  restricted  to  men  whose  character  and  finandal 
standing  are  well  known  to  each  other;  hence  the  area  of 
operation  of  any  one  society  is  necessarily  smalL  Un- 
limited liability  of  all  members,  jointly  and  severally,  for 
all  debts  of  the  association,  furnishes  security  for  loans 
from  individuals,  joint  stock  banks,  or  government  de- 
partments.^ These  deposits  are  Uien  lent  out  to  the 
members.  The  highest  interest  allowable  on  depodts  is 
4  per  cent.;  that  on  loans  to  members,  7  per  cent.  Members 
alone  can  borrow  from  a  society,  and  then  only  after  the 
board  of  directors  has  been  satisfied  that  the  money  is  to 
be  devoted  to  a  purpose  which  will  enable  the  borrowers 
to  repay  the  loan,  interest  and  principal.  Borrowing 
members  must  furnish  two  securities  (neither  of  whom 
may  be  in  the  debt  of  the  society)  or  sufficient  bonded 
or  chattel  security.  Besides  a  board  of  directors,  a  com- 
mittee of  supervision  is  usually  elected,  whose  duty  it 
is  to  see  that  all  loans  are  expended  for  the  purpose  for 
which  they  were  granted;  this  committee  can  recall  any 
loan  which  if  not  being  properly  used.  The  officials  of 
the  association  are  impaid,  and  no  dividends  can  be  de- 
clared. All  profits  go  to  the  reserve  fimd,  which  is  never 
to  be  divided. 

Although,  for  the  sake  of  clearness,  the  co-operative 
societies  have  been  classified  in  the  forgoing  description 
according  to  their  fimctions,  it  should  not  be  assumed  that 

>  The  Department  of  AgrieultiinJ  mud  Taehiuoel  InstmetioD  for  Irelaiid  aiid 
the  Oonceated  Dietriete  Boerd  loan  eiiine  vmrsrinc  from  £60  to  £100  to  mcrieoltaral 
eredit  loeietiet  in  the  poorv  loeelities. 
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these  various  functions  are  mutually  exclusive.  Many 
dairy  associations,  for  instance,  buy  and  sell  requirements 
and  produce  for  their  members,  and  the  work  of  an  agri- 
cultural and  of  a  poultry  or  bee-keepers'  society  may  be 
done  by  a  single  organization.  Associations  have  been 
formed,  too,  with  objects  in  view  other  than  those  men- 
tioned above;  but  such  associations  are  not  sufficiently 
numerous  to  warrant  consideration  as  representing  im- 
portant phases  of  the  co-operative  experiment.^ 

The  organizations  next  above  the  local  societies  in  the 
co-operative  scale  are  the  federations.  Of  these  the 
most  important  are:  the  Irish  Co-operative  Agency  So- 
ciety, the  Irish  Agricultural  Whole^e  Society,  and  the 
Irish  Bee-keepers'  Federation.  What  the  local  agricultural 
societies  do  for  their  individual  members  these  federations 
undertake  to  do  for  the  local  societies  which  constitute 
them.  The  first  federation  established — the  Irish  Co- 
operative Agency  Society,  formed  in  1895 — ^at  first  acted 
both  as  a  selling  and  buying  agent  for  the  societies,  but 
later  gave  up  its  supply  business.  This  branch  of  the 
trade  was  taken  up  in  1896  by  the  Irish  Co-operative 
Agricultural  Agency,  which  was  reorganized  in  the  follow- 
ing year  under  the  name  of  the  Irish  Agricultural  Wholesale 
Society.'  The  share  capital  of  the  Agency  Society  is 
subscribed  by  its  constituent  associations,  each  taking  at 
least  twenty  £1  shares,  of  which  one-fourth  must  be  paid 
up.    The  Wholesale  Society,  however,  foimd  it  necessary 

1  It  may  be  mentioned  that  mn  Attempt  has  been  made  to  introduoe  a  aohem* 
of  eo-operative  ineuranee  of  live  ttoek,  but  the  idea  has  no^  taken  hold  well  aa 
yet.  Small  fanners  are  greatly  in  need  of  some  system  of  insvranoe  to  lighten  the 
heavy  loss  whieh  the  death  of  an  animal  entails,  yet  the  area  of  loeal  aequaintanee, 
whieh  sets  the  limits  to  the  operation  of  most  eo-operative  activities,  is  too  small 
for  an  area  over  whieh  to  spread  the  risk  of  loss  of  stoek  by  diseess.  In  Franee^ 
where  co-operative  live  stoek  insurance  has  had  a  very  satisfactory  development, 
the  loeal  societies  are  affiliated  with  the  central  organisation,  which  assumes  a  large 
proportion  of  the  risk,  thus  distributing  it  over  a  considerable  area. 

*  The  Wholesale  Society  also  acts  sometimee  as  a  selling  agent  of  produce  other 
than  butter. 
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to  issue  5  per  cent,  cumulative  preference  shares  in  ad- 
dition to  the  ordinary  shares  held  by  the  federating  so- 
cieties, in  order  to  get  sufficient  working  capital.  Both 
federations  are  managed  by  boards  of  directors  elected  by 
the  shareholders,  and  both  divide  profits  over  and  above 
capital  and  reserve  charges  among  the  various  constituent 
associations,  in  proportion  to  the  volume  of  buaneas  done 
with  each.  The  preference  shareholders  in  the  Wholesale 
Society  have  priority  in  the  matter  of  dividends,  but, 
aside  from  this  5  per  cent.,  they  have  no  share  in  the  profits. 
The  bee-keepers'  societies  formed  their  federation  in  1902. 
It  is  similar  in  organisation  to  the  Agency  Society,  but 
engages  in  supplying  requirements  as  well  as  in  the  sale  of 
honey. 

Above  the  local  societies  and  the  federations  is  the  Irish 
Agricultural  Organization  Society,  the  central  body  of  the 
Irish  co-operative  movement.  This  society  was  foimded 
in  1894,  to  extend  the  work  of  co-operative  organization 
and  of  education  in  co-operative  principles,  previously 
carried  on  by  a  few  philanthropic  individuals,  and  generally 
to  further  the  interests  of  co-operation  and  of  Irish  agri- 
culture. The  members  of  the  society  are  of  two  classes, 
subscribing  individuals  and  affiliated  co-operative  asso- 
ciations. Although  the  individual  members  have  always 
been  the  main  support  of  the  society,  it  has  been  thdr 
intention  from  the  first  that  the  management  of  the 
Organization  Society  and  the  control  of  the  movement 
in  general  should  ultimately  be  taken  over  by  elected  rep- 
resentatives of  the  affiliated  associations.  In  pursuance  of 
this  policy  the  local  societies  were  early  given  represen- 
tation upon  the  managing  committee  of  the  central  body. 
This  representation  was  gradually  increased,  and  now  the 
affiliated  societies  elect  sixteen  members  of  the  committee 
to  four  elected  by  the  individual  members.  The  twenty 
members  thus  elected  co-opt  four  others,  and  with  these 
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and  four  additional  members,  who  sit  ex  officio,  constitute 
the  committee  which  formulates  the  policy  of  the  Organi- 
zation Society,  and  employs  a  secretary  and  other  officials 
to  put  it  into  execution.^ 

We  pass  now  to  the  actual  work  of  the  local  co-operative 
societies.  A  fair  criticism  of  that  work,  however,  must  be 
preceded  by  a  brief  statement  of  the  agricultural  condi- 
tions existing  in  Ireland  in  1889,  the  year  in  which  the 
campaign  for  organization  was  begun. 

TTie  agricultuitd  industry,  always  the  main  source  of 
livelihood  of  the  greater  part  of  the  population,  was  then 
in  a  depressingly  unsatisfactory  position.  The  invasion 
of  Europe  by  American  food  products  had  reduced  the 
profits  of  farming  to  an  extent  which  made  the  future  of 
the  smaller  holders  problematical;  and  the  great  majority 
of  the  holdings  in  Ireland  are  small.'  For  the  men  with 
many  acres  American  competition  in  the  production  of 
the  cereals  merely  hastened  a  movement  from  tillage  to 
grazing  which  had  long  been  in  progress,  and  in  cattle- 
raising  the  rich  pasture  lands  of  Ireland  allowed  them  to 
hold  their  own.  To  those  on  holdings  of  average  size, 
however,  grazing  offered  no  escape  from  the  new  conditions 
which  confronted  them.  Properly  farmed,  their  holdings 
might  yet  yield  considerable  profit  in  the  production  of 
butter,  eggs,  and  bacon,  for  which  England  had  long  looked 
to  Ireland.  But  even  in  these  branches  of  agriculture 
they  had  lately  been  beaten  by  foreign  competitors.  The 
Irish  farmers  were  small  producers,  and,  acting  in  isolation, 

*A  very  good  Aoeotmt  of  oo-operativ«  organiiation  in  Ireland  (uid  on  the 
Continent  ae  well)  may  be  found  in  a  pamphlet  by  Mr.  Herbert  O.  Smith,  pobliehed 
by  the  Irish  Department  of  Acriculture  (Dublm).  It  is  entitled  Th«  Bmt  M§thod9 
of  Organiwalum  fcr  AgrieuUwnU  Co-opwation  and  Credit,  In  a  eoUeotion  of  articles 
published  in  book  form  by  the  same  department  under  the  title  of  Irdand  Indu*' 
trial  and  AgrieuUttral  is  one  on  Th§  Work  of  the  Ir%§h  AaneuUyral  OrganiaaHoti 
Sodeiy,  written  by  the  secretary,  Mr.  R.  A.  Anderson,  which  gives  a  good  coneise 
yiew  of  the  whole  movement. 

*  The  average  sise  of  Irish  holdings  is  about  28  acres;  only  28  per  cent,  of  the 
holdings  are  above  80  acres  in  extent. 
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they  were  unable  to  meet  the  demands  of  buyers  in  the 
large  distributive  centres  for  r^ular  consignments  of 
butter  and  eggs  of  uniformly  good  quality.  Hence  the 
markets  they  once  held  were  passing  to  the  large  producers 
and  to  small  farmers  on  the  Continent,  especially  in  Den- 
mark/ who  had  overcome  the  difficulties  of  small-scale 
production  by  co-operative  association.  The  profit  in 
raising  bacon  pigs  was  lowered,  too,  by  the  fact  that  the 
farmers  dealt  individually  with  the  curers  or  wiUi  the 
middlemen  who  purchased  for  the  curers  in  the  markets, 
and  were  consequently  at  a  disadvantage  in  settling  the 
price  of  their  swine. 

Combination  for  the  purpose  of  marketing  their  produce 
was  an  urgent  need  of  the  Irish  farmers,  but  it  alone  would 
not  bring  them  prosperity,  for  they  failed  by  much  to 
get  the  jnosi  possible  out  of  their  holdings.  Most  of 
Uiese  were  too  poorly  equipped  to  permit  good  farming. 
Necessary  improvements  in  the  way  of  the  construction 
or  repair  of  buildings,  drains,  and  fences,  and  of  the 
manuring  and  liming  of  land  to  prevent  exhaustion  of 
the  soil,  were  generally  neglected.  This  characteristic 
of  Irish  farming  was,  no  doubt,  due  to  the  system  of  land 
tenure  which  had  long  prevailed.  Before  1870  the  vast 
majority  of  Irish  farmers  were  tenants  at  will,  with  no 
legal  security  for  the  continued  enjo)rment  of  improvements 

>  The  ehftBge  wiiieh  had  come  over  Danish  acrioulture  in  the  preoedinc  three 
or  four  decades  offered  e  eplendid  iUustrmtion  of  how  e  smnll  eovntry  of  peetnt 
proprietors  oould  advanee  from  a  very  d^ressinc  situation  to  one  of  wide-spread 
prosperity.  The  acrioultural  regeneration  of  Denmark  was  undoubtedly  promoted 
by  the  existenee  of  a  thorough  ssrstem  of  popular  education,  which  has  made  her 
people  well  trained  in  their  work,  progressive,  and  quick  to  see  and  take  advantage 
of  an  opening,  and  by  the  fact  that  00  per  ct^nt..  at  X^a.'H,  of  her  fftrm^rs  {#vd  the 
land  they  cultivate.  These  two  influences  maiie  the  rspiii  atid  (tucoe»ful  liev^lop' 
ment  of  co-operation  in  Danish  agriculture  pdA^^ible,  Where  Danish  ejEpemnee 
touches  Ireland  is  on  the  Englishman's  breakfaf^t  table,  far  t>mnbh  b»Gon,  buttcTt 
and  eggs  had  by  the  end  of  the  '80*8  usurped  tbo  place  in  En^Hsh  ooti«umptioa  for- 
meriy  hdd  by  like  products  from  Ireland.  AJ  though  the  Irish  have  adopted  Danish 
methods  very  largely,  they  have  not  been  able  to  naover  the  lo«it  groond  com- 
pletely, as  their  competitors  have  steadily  mcrea4ed  their  ffao«««Hli^  eo-dpermtive 
aotivities. 
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they  might  make  on  their  holdings  or  compensation  for 
them  if  evicted.  The  landlords,  as  a  rule,  made  no 
improvements.  After  1881  the  tenant  was  legally  protected 
against  capricious  eviction,  and  entitled  to  compensation 
on  vacating  a  holding  for  the  improvements  he  could  prove 
before  a  court  he  had  made  on  it.  But  the  system  of 
*' judicial  rents"  then  established,  imder  which  rents  were 
fixed  by  land  courts  for  fifteen-year  periods  in  cases  of 
disagreement  between  the  landlord  and  tenant,  was  a 
direct  incentive  to  the  latter  to  allow  the  holding  to  fall 
into  a  woeful  state  in  the  years  immediately  preceding 
the  fixing  of  a  new  rent.*  As  might  be  expected,  methods 
of  farming  imder  these  conditions  were  backward  even  to 
crudeness.  The  average  farmer  kept  half  a  dozen  inferior 
cows,  which  were  pastured  in  summer,  and  usually  in 
winter  also  (except  in  the  north),  and  but  poorly  fed. 
From  these  cows  he  obtained  milk  in  the  summer  and  calves 
in  the  spring.  The  latter  were  kept  for  a  year  or  eighteen 
months,  nearly  aU  of  the  time  on  pasture,  and  then  sold 
to  be  fattened  for  beef  by  eastern  graziers  or  English  or 
Scotch  farmers.  Stall-feeding,  even  in  winter,  was  im- 
common.  If  the  farmer  had  housed  and  fed  his  animals 
properly,  he  could  have  gone  in  for  winter  dairying  or 
fattening  of  cattle.  But  such  a  system  of  farming  would 
involve  the  raising  of  more  roots,  fodder,  and  grain,  and 
tillage  farming  had  sunk  very  low  in  Ireland.  If  co-opera- 
tion was  to  put  Irish  farmers  on  a  level  with  their  competi- 
tors, it  obviously  would  have  to  encourage  them  to  become 
better  farmers,  as  well  as  enable  them  to  market  their 
produce  more  profitably. 

'Qovwnmeat  advances  for  the  purehaae  of  holdinss  for  the  tenants,  where 
the  landlord  and  tenants  acreed  upon  the  purchase  price,  were  available  after  1885, 
but  at  this  time  very  few  tenants  had  bought  their  lands.  Even  now,  after  the 
passace  of  the  act  of  1003,  with  its  advance  of  £100,000,000  for  the  purchase  of 
tenants'  holdings,  and  an  additional  £12,000,000  to  provide  a  bonus  of  12  per  cent, 
for  the  landlord  as  an  inducement  to  sell,  most  of  the  farmers  are  pajring  judicial 
rente. 
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The  hardest  problem  for  those  who  aimed  to  raise 
Irish  agriculture  by  means  of  co-operation  was  presented 
by  the  Irish  farmers  themselves.  In  their  attitude  the 
effects  of  the  experience  of  generations  with  Eng^sh  land 
laws  and  En^ish  governments  were  only  too  evicteit. 
They  could  not  see  the  gain  fnmi  trying  to  imiMt>ve  tbesr 
holdings  while  the  agnman  questimi  remained  unsettled; 
they  feared  that  En^and's  free-tiiule  pdicy  had  exposed 
them  to  a  competition  which,  do  what  they  would,  they 
could  not  meet;  and  they  believed  that  permanent  eco- 
nomic progress  could  not  be  secured  until  Irish  economic 
interests  were  guarded  by  an  Irish  legislature.  Hie 
historical  heritage  of  Irish  fsimerSj  then,  made  them,  as  a 
rule,  rather  backward  in  industry  and  forward  in  pditics. 
On  the  industrial  side  they  were  uniHt)gre8sive,  ''easy- 
going," and  with  little  confidence  in  their  alnlity  to  do 
anjrtiiing  f<xr  themselves.  Many  of  them  also  lacked  con- 
fidence in  Uie  industrial  ability  of  thdr  na^bors,  and  in 
many  districts  this  was  supplemented  by  sharp  differences 
in  pditics  or  reli^on,  oar  both.  Such  men  were  not  pront- 
ising  material  fear  co-operators.  Yet  the  advocates  ct 
co-operation,  favored  by  the  Irish  genius  f<»-  organisation, 
have  persuaded  them  to  form  societies  in  large  numba^ 
What  lies  behind  that  numerical  success,  and  how  far  it 
has  availed  towards  the  betterment  of  the  ccmditions  which 
made  the  odds  against  successful  co-operation  so  heavy 
and,  at  the  same  time,  the  need  of  it  so  great,  we  shall  now 
proceed  to  examine. 

Beginning  with  the  dairy  associations  (for  they  come  first 
in  order  of  establishment  and  in  point  of  numbo^),  we 
find  that  many  of  them  have  met  with  very  great  success. 
Men  with  no  previous  commercial  training  o^  acquaintance 
with  up-to-date  business  methods,  living  (as  most  farmers 
do)  in  comparative  isolation,  differing  often  from  one  an- 
other in  politics  or  reli^on,  have  voluntarily  associated. 


Digitized  by 


Google 


RECENT  GROWTH  OF  COOPERATION  IN  IRELAND    559 

and  with  results  highly  satisfactory,  in  the  ownership  and 
management  of  a  specialized  factory  industry.  In  the 
equipment  of  their  plants  and  in  the  technique  of  butter- 
making  many  of  the  societies  have  the  best  in  machinery 
and  in  method.  The  product  of  their  creameries  has  carried 
off  many  prizes  in  competitions  open  to  the  United  King- 
dom,  and  in  the  ''surprise''  butter  competitions  held  in 
Ireland  by  the  Department  of  Agriculture  a  larg^  majority 
of  the  prizesregularly  go  to  co-operative  dairy  associations. 
These  societies,  too,  have  introduced  new  ideas  in  the 
churning  and  marketing  of  butter,  which  have  almost  revo- 
lutionized the  dairy  industry.  When  they  were  first  organ- 
ized in  Ireland,  large  quantities  of  butter  were  still  made 
in  home  dairies,  imder  varying  conditions  of  skill  and 
cleanliness.  The  co-operative  associations  introduced  the 
creamery  system,  produced  better  butter  of  a  more  uniform 
quality,  and,  by  paying  more  attention  to  packing  and 
consigning,  gradually  won  a  reputation  for  their  product. 
All  the  profits  resulting  from  the  transfer  of  butter- 
making  from  the  home  dairy  to  the  creamery,  and  from 
increased  prices  consequent  upon  the  improvement  of 
the  market  opinion  of  their  butter,  went  directly  to  the 
milk  producers.  Not  less  important  than  the  direct  in- 
crease in  the  profits  of  farming  is  the  strengthening  of  the 
industrial  character  of  the  individual  co-operators,  who  had 
by  their  own  persevering  efforts  won  success  in  so  difficult 
an  undertaking. 

Unfortunately,  the  above  description  of  the  working  of 
some  of  the  associations  does  not  apply  to  all;  there  are 
many  whose  history  is  far  less  bright.  The  reasons  for 
the  comparative  failure  of  the  less  fortunate  societies  are 
many;  the  mention  of  a  few  may  be  instructive.  To  begin 
with,  many  of  the  dairy  associations  are  not  completely 
co-operative.  In  the  case  of  some,  the  business  is  done 
on  a  share  capital  subscribed  by  a  few  members  only  or 
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on  a  loan  or  credit  obtained  on  the  security  of  a  few.^ 
The  great  majority  of  the  members  of  such  societies  are 
merely  milk  suppliers  to  a  creamery  in  which  they  have 
little  or  no  financial  interest,  and  for  the  management  of 
which  they  feel  no  responsibility.  The  failure  of  a  dairy 
''society"  organized  on  this  basis  may  be  hastened  by 
the  withdrawal  of  milk  by  members  whose  interest  in  the 
financial  welfare  of  the  association  is  not  large  enou^  to 
prevent  their  marketing  their  milk  elsewhere.  Thsxe  are 
cases,  to  be  sure,  where  a  small  number  of  men  have  fur- 
nished the  capital  or  given  security  for  loans  to  enable  an 
association  to  equip  a  creamery,  and  the  results  have 
been  very  beneficial.  This  may  have  been  justifiable 
in  the  early  days,  when  failure  to  organise  co-operatively 
meant  the  surrender  of  the  field  to  individual  capitalists 
or  entrepreneurs.  But  there  is  great  danger  in  the  con- 
tinuance of  the  practice.  As  a  way  out  of  the  difiSculty, 
it  has  been  suggested  that,  instead  of  having  a  small  share 
capital  largely  paid  up,  the  societies  should  increase  their 
nominal  capital  without  calling  up  a  greater  amount  of 
cash  than  is  paid  in  at  present.  Bank  overdrafts  needed 
to  carry  on  the  business,  or  credit  from  machinery  manu- 
facturers, would  then  be  obtained  on  the  security  of  the 
pledged  capital,  for  which  each  member  would  be  liable 
to  the  full  extent  of  his  shares.  This  expedient  is  intended 
to  guarantee  collective  responsibility  without  inflicting 
hardship  upon  members  who  may  find  it  difiScult  to  pay 
the  cash  equivalent  of  a  large  number  of  shares  at  the 
outset. 

Another  defect  in  the  organisation  of  many  dairy  asso- 
ciations, one  very  similar  in  character  and  in  its  cons^ 
quences  to  that  just  discussed,  is  the  failure  to  include  as 
responsible  members  all  the  farmers  supplying  milk  to  the 

'This  H  o(t«n  beoiMC  the  eredhor  insMto  vpoo  the  teeuiitj  of  a  few  of  the 
•troocwt  men,  rmther  then  eeeept  e  eUim  on  the  eoeietyes  a  whole. 
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society.  Milk  suppliers  who  are  not  members  are  in  the 
same  position  as  members  who  have  little  pecuniary  in- 
terest in  the  society.  Both  are  looking  for  the  highest 
price  obtainable  for  their  milk,  and  will  turn  only  too 
readily  to  a  creamery  which,  for  purposes  of  its  own,  is 
paying  temporarily  a  higher  rate  than  is  paid  by  the  dairy 
association  to  which  they  happen  to  be  sending  their  milk 
at  the  time.  As  the  charge  for  maintenance  of  plant  and 
minimum  running  expenses,  which  forms  part  of  the  ex- 
penses of  production  of  every  poimd  of  butter  made  in  the 
creamery,  decreases  as  the  quantity  of  butter  turned  out 
increases,  a  falling  off  in  the  milk  supply  reduces  the 
amount  the  conmiittee  can  afford  to  pay  for  milk.  Hence 
a  serious  defection  on  the  part  of  the  suppliers  means  failure 
for  the  society  suffering  it.  The  Organization  Society 
recommends  that  non-members  be  not  allowed  to  supply 
milk  to  co-operative  creameries,  but  the  competition  for 
milk  is  often  so  keen  that  this  advice  is  disregarded, 
although  it  may  be  embodied  in  the  rules  of  the  societies. 
In  many  districts,  in  fact,  co-operative  creameries  have 
been  planted  too  closely  together  to  allow  all  to  coimt  on 
a  proper  milk  supply  under  the  most  favorable  conditions. 
If  some  of  the  weaker  societies  in  the  creamery  '*  congested 
districts"  were  wiped  out  and  membership  made  actually 
a  condition  of  supplying  milk  to  those  remaining,  the 
dependence  of  dairy  associations  upon  the  good-will  of 
non-members  would  be  at  an  end.  The  Danish  dairying 
societies,  recognizing  that  a  regular  supply  of  milk  is  a 
sine  qua  non  of  successful  co-operative  dairying,  bind  their 
members  to  send  all  their  milk  to  the  societies  to  which 
they  belong  imder  penalty  of  the  payment  of  a  heavy 
forfeit.*    As  such  agreements  have  been  declared  non- 

>  In  Denmvk  the  membflrs  of  oo-operAtive  soeieties  take  no  shares,  unlimited 
liftbility  and  agreemente  to  deal  with  no  other  parties  being  the  rule.  This,  of 
eourse,  gives  the  societies  more  solidarity  than  is  possible  under  the  Irish  sjrstem, 
where  ewything  is  based  on  the  fanner's  interest  as  a  milk  supplier  rather  than 
on  his  obligation  as  a  member  of  a  sooiety. 
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enforcible  at  law  in  Ireland,  the  dairy  associations  are 
called  upon  to  take  stringent  measures  to  protect  the 
great  majority  of  the  members  from  injury  at  the  hands 
of  a  few. 

Other  difficulties  experienced  by  the  dairy  sodeties 
arise  less  from  defects  in  organization  than  from  the  nat- 
ure of  the  problem  presented  wherever  men  of  ordinary 
capacity  and  judgn^nt  attempt  the  conduct  of  a  business 
requiring  technical  ddll  and  ability  of  a  particular  kind. 
Though  it  is  to  the  interest  of  members  to  be  alert  in  all 
matters  connected  with  the  business  of  their  society,  they 
often  grow  strangely  careless  or  apathetic;  they  are  not 
equal  to  the  strain  of  continuous  watchfulness  and  re- 
sponsibility. Lethargy  on  the  part  of  the  members  has 
its  effect  upon  the  personnel  of  the  committee  and  the 
character  of  the  service  it  renders  to  the  association. 
Too  much  is  left  to  the  manager,  the  accoimts  become 
muddled,  and  the  society  is  involved  in  financial  loss. 
Even  where  the  members  and  the  committees  pay  dose 
attention  to  the  affairs  of  their  organizations,  success  does 
not  alwasrs  follow.  The  ordinary  farmer  is  not  easily 
convinced  that  a  high-salaried  manager,  if  he  is  a  good  one, 
is  really  a  source  of  profit  to  his  employers.  Often  the 
members  of  a  committee  are  reluctant  to  pay  to  tbeir 
manager  a  salary  greater  in  amount  than  the  annual  net 
return  from  one  of  their  farms.  Many  of  the  societies, 
too,  neglect  to  enlist  the  co-operation  of  their  own  em- 
ployees by  carrying  out  the  principle  of  profit-sharing. 
The  provision  that  the  employees  shall  receive  10  per  cent, 
of  the  net  profits  is  usually  found  among  the  rules  governing 
the  organization  of  these  societies,  but  the  committees  often 
set  the  rates  of  payment  for  milk  so  high  that  there  are  no 
profits  to  divide. 

There  is  still  another  important  reason  for  t^e  imsatis- 
factory  experience  of  some  of  the  dairy  associations,— one 
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not  due  to  any  defect  inherent  in  or  incidental  to  co- 
operation as  such,  but  rather  to  a  situation  which  co- 
operation may  do  much  to  remedy:  namely,  the  lack  of  a 
proper  supply  of  milk  in  winter.  Most  co-operative 
creameries  have  to  curtail  their  operations  and  some  to 
suspend  altogether  during  the  winter  months,  because 
Irish  agricultural  practice  (except  in  some  districts  in 
Ulster)  does  not  favor  the  feeding  of  cows  with  the  object 
of  securing  a  regular  winter  supply  of  milk.  Inconsequence 
of  inability  to  obtain  milk  to  chum,  the  comparatively 
expensive  plants  belonging  to  the  societies  have  to  lie 
more  or  less  idle  during  the  winter  months,  and  a  market 
for  butter  has  to  be  sought  anew  each  spring.  It  is  hoped, 
however,  that  the  ownership  of  the  creameries  will  influence 
the  farmers  in  favor  of  winter  dairjring  to  an  extent  that 
will  remove  the  difficulties  arising  from  a  falling  off  of  the 
milk  supply  during  that  season. 

In  the  light  of  these  observations  it  seems  that  the 
attempt  of  the  milk  suppliers  to  carry  on  the  manufacture 
of  butter  in  creameries  by  associative  ownership  has  not 
been  altogether  successful  as  a  co-operative  experiment.* 
There  is  a  tendency  in  ill-balanced  societies  to  allow  co- 
operation to  sink  into  philanthropy  on  the  part  of  the  few 
and  selfishness  on  the  part  of  the  many.  Even  where  the 
organization  is  mechanically  perfect,  the  co-operators  have, 
in  many  instances,  been  lacking  in  the  discrimination  and 
energy  necessary  for  success.    The  experience  of  the  large 

1  There  ere  no  statiatioB  av»il*ble  by  whioh  we  can  measure  eoeurateiy  the 
suooete  of  the  dairy  aaeociationa.  In  1004  46  were  diasolved,  and  of  the  20^ 
Bocietiee  mentioned  in  the  1004  Report  of  the  Orsanisation  Society  14  were  entered 
aa  not  working,  and  38  of  the  others  did  not  furnish  returns.  Many  of  thoee  that 
did  send  in  returns  show  too  low  a  priee  paid  for  milk  and  too  high  a  cost  of  pro> 
duotion  for  a  pound  of  butter  (exclusive  of  the  cost  of  the  milk)  to  allow  their  Tent- 
ures  to  be  oonsidered  profitaUe  to  the  members.  It  may,  however,  be  safely 
asserted  that,  apart  from  the  social  and  moral  benefits  claimed  for  the  eo-operativft 
dairying  movement,  there  has  been  in  most  eases  a  very  considerable  eoonomie^ 
advantage  from  the  introduction  of  the  new  methods  of  butter  production,  and  that 
the  condition  of  the  members  of  even  the  worst  societies  is  much  superior  eoonom* 
ioally  to  what  it  would  have  been,  had  there  been  no  co-operative  movement. 
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number  of  societies  that  have  conquered  all  difficulties  is, 
to  be  sure,  proof  that  co-operative  dairying  is  actually 
practicaUe.  Yet  a  comparison  of  the  working  of  these 
societies  with  that  of  the  societies  whose  troubles  we  have 
been  discussing  will  show  that  the  success  of  t^e  former 
5s  due  to  the  exercise  by  their  members  of  qualities  by  no 
means  universal  among  Irish  farmers  to-day.  When  we 
consider,  however,  the  adverse  circimfistance  imder  which 
the  societies  were  started,  the  results  already  accomplished 
are  sufficient  to  justify  the  attempt,  even  from  the  stand- 
point of  co-operation.  At  all  events,  the  economic  and 
social  good  which  has  followed  upon  the  co-operative 
dairying  experiment  mark  it  as  an  absolute  advance, 
no  matter  how  the  apostles  of  co-operation  may  re- 
gard it. 

The  agricultural,  poultry,  and  bee-keepers'  societies 
have  met  with  more  uniform  success  than  the  dairy  as- 
sociations as  exponents  of  the  superiority  of  co-operation 
over  individual  eflfort.  They  seem,  in  fact,  to  have  seized 
upon  that  form  of  co-operation  which  offers  the  maximum 
of  benefit  for  the  minimum  of  risk.  Association  for  com- 
bined purchase  and  sale  requires  neither  the  equipment  of 
a  plant  nor  the  continuous  employment  of  a  highly  trained 
specialist.  Hence  apathy  or  neglect  on  the  part  of  mem- 
bers, though  affecting  the  ability  of  the  society  to  secure 
better  terms  for  those  still  faithful,  does  not  involve  them 
in  financial  loss.  That  members  do  sometimes  become  in- 
different cannot  be  denied.*  Many  of  the  societies,  too,  are 
deficient  in  the  matter  of  account-keeping,  and  a  few  have 
lost  through  an  imwise  extension  of  credit  to  ttieir  memixrs. 
Yet,  on  the  whole,  the  machinery  of  organization  has  been 
found  to  run  very  smoothly  under  the  intelligent  direction 
of  members  who  have  combined  a  high  level  of  interest  in 

^  The  reduction  in  prioes  effeeted  by  the  BocJ^tieA  b«#  l«d  to  >  feofl«]  cutting 
down  of  prioes  of  acrioultural  requirements  in  tbe  rtitup«titjt*«  tnde,  lo  thAt  ibatm 
i  s  no  loncer  the  same  inducement  to  oo-operste  io  purchKooi  them. 


Digitized  by 


Google 


RECENT  GROWTH  OF  COOPERATION  IN  IRELAND    565 

the  affairs  of  their  societies  with  intelligence  and  ability 
in  their  management.^ 

The  activity  of  the  agricultural  and  poultry  societies 
has  brought  about  a  considerable  advance  in  Irish  agri- 
cultural economy.  Previous  to  the  introduction  of  collect- 
ive action  the  farmers  purchased  their  seeds,  fertilizers, 
and  feeding  stuffs  in  small  lots  from  local  merchants,  the 
poorer  farmers  usually  on  credit,  in  which  case  the  cus- 
tomer-debtor was  obliged  to  leave  price  and  quality  to  the 
shopkeeper-creditor.  The  co-operative  associations,  by 
buying  directly  from  the  wholesalers  or  from  the  Wholesale 
Society,  have  been  able  to  secure  agricultural  supplies  for 
their  members  at  much  lower  rates  than  formerly  ruled^ 
and  have  insisted  on  guarantees  of  purity,  backed  by 
analyses.  As  the  financial  standing  of  the  societies  often 
enables  them  to  obtain  their  goods  on  ninety  days'  to  six 
months'  credit,  with  no  advance  over  ordinary  trade  quota- 
tions, their  members  can  obtain  a  few  weeks'  grace  in 
payment,  and  still  reap  all  the  other  advantages  of  co- 
operative purchase.  Lower  prices  for  fertilizers  and  feeding 
stuffs  of  guaranteed  purity  not  only  mean  a  direct  money- 
saving  to  the  farmers,  but  they  lead  to  a  more  extensive 
use  of  these  agents,  and,  consequently,  to  more  profit* 
able  farming.  This  movement  in  the  direction  of  more 
scientific  agriculture  is,  in  many  cases,  furthered  by  co- 
operative ownership  of  improved  machinery  and  of  breed- 
ing animals. 

On  the  side  of  marketing  farm  produce  a  reform  is  also 
weU  imder  way.  Consignment  in  bulk  of  weightier  produce, 
such  as  grain  and  vegetables,  has  already  brought  better 
prices  from  the  buyers  and  lower  rates  from  transportation 
companies.  Bacon  pigs  are  now  shipped  directly  to  the 
curers  by  the  societies  to  which  their  owners  belong, — a 

>  The  trade  of  92  acneultunJ  societies  which  sent  in  the  necessary  figures  for 
1904  amounted  in  that  year  to  £67.523.  141  dairy  societies  also  sent  in  returns  of 
tradinc  in  acricultural  requiremente  to  the  value  of  £54,679. 
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practice  which  enables  the  farmers  to  drive  much  better 
bargains  than  formerly.  The  poultry  societies,  too,  have 
adopted  the  Danish  system  of  collecting,  classifying,  and 
packing  eggs  for  shipment  in  large  lots,  and,  thou^  they 
have  been  handicapped  in  their  search  for  maricets  by 
the  lack  of  a  federation  of  the  poultry  societies,  they  have 
greatly  increased  the  profits  of  poultry-keeping/  Such  a 
federation  has  recently  been  formed,  and  is  expected  to  give 
a  great  stimulus  to  the  Irish  egg  trade.  The  sale  of  table 
poultry  is  also  one  of  the  objects  of  these  societies,  but  much 
has  yet  to  be  done  by  the  members  in  the  way  of  improving 
the  breeds  of  fowl  kept  and  of  more  scientific  feeding  be- 
fore this  side  of  the  business  can  be  very  far  developed.  The 
organization  of  the  poultry-keepers  into  societies  has  greatly 
facilitated  the  working  of  the  schemes  of  the  Department 
of  Agriculture  for  improving  the  breeds  of  poultry  and 
providing  instruction  in  poultry-keeping, — a  work  origi- 
nally begun  by  these  societies.  What  the  poultry  societies 
have  done  for  poultry-keeping  the  bee-keepers  are  trying 
to  do  for  their  industry  by  the  use  of  similar  methods. 

1  **The  an  industry  of  Denmark  has  risen  by  leape  and  bounds,  so  that  at 
present  it  is  beoominc  a  very  important  feature  in  the  acricultural  development  of 
the  country,  and  this  great  increase  of  trade  is  entirely  attributable  to  eo-operation. 
The  greatest  institution  for  the  export  of  eggs  in  Denmark  is  the  Dankh  Co-opera- 
tive Egg  Export  Soeiety,  having  its  headquarters  in  Copenhagen,  with  eight  similar 
though  smaller  oentres  distributed  throu^iout  Denmark.  The  egcs  are  purehased 
from  the  farmers  by  wei^^t  in  bulk,  trrespeotive  of  sise,  and  are  thm  packed  at  the 
oentre  of  that  soeiety.  The  ce  see,  when  packed,  are  despatched  to  one  of  the  nine 
district  packing  stations.  The  eggs  are  then  carefully  sorted  over  and  graded  by 
hand  and  eye  according  to  sise,  and  passed  on  to  the  dark  room,  where  the  egcs  are 
subjected  to  examination  over  a  very  strong  light.  After  they  pass  out  of  the 
dark  room,  they  are  stamped  with  the  trade-mark  of  the  Federation,  and  packed 
in  boxes  for  shipment  to  England.  Every  egg  can  be  traced  to  the  original  sup- 
plier, as  the  collector  in  the  country  knows  the  name  of  the  person  from  whom  he 
obtained  it  by  the  number  on  the  egg;  and  any  member  guilty  a  second  time  <d 
sending  in  stale  eggs  is  expelled  from  the  society." — Report  on  Co-oporaiiwo  A§ri- 
cuUure  and  Rural  CondUiono  in  Denmark,  Bulletin  No.  7.  Miscellaneous  Series,  De- 
partment of  Agriculture,  Dublin.  The  Irish  Co-operative  Poultry  Societies  are 
etill  far  behind  their  Danish  rivals  in  marketing  eggs,  yet  their  methods  are  a  great 
improvement  over  those  that  formerly  prevailed.  The  farmers'  wives  used  gsn- 
erally  to  sell  their  eggs  to  itinerant  pedlers,  throu^  whom  they  eventually  found 
their  way  to  English  markets  so  stale,  dirty,  and  poorly  packed  that  the 
*  'Irish"  as  applied  to  eggs  was  more  a  warning  than  a  recommendation. 
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Though  at  work  for  a  few  years  only,  they  have,  with  the 
aid  of  their  federation,  abeady  secured  a  great  reduction 
in  the  prices  paid  by  their  members  for  hives  and  appliances 
and  an  increase  correspondingly  large  in  the  price  received 
for  their  honey. 

The  story  of  the  agricultural  banks  is  as  encouraging 
as  that  of  the  trading  societies.  The  provision  of  credit 
by  co-operative  association  has  been  shown  to  be  entirely 
feasible  in  Ireland,  as  it  has  been  elsewhere.  The  majority 
of  the  banks  have  been  well  managed  by  the  co-operators. 
A  large  number  of  loans  have  been  made,^  members  have 
been  remarkably  pimctual  in  meeting  their  obligations, 
and  many  societies  have  accumulated  a  considerable  re- 
serve. In  some  localities,  to  be  sure,  associations  have 
been  started  before  the  members  had  thoroughly  grasped 
the  principles  on  which  they  should  work,  and  not  a  few 
have  suspended,  apparently  from  inanition.  Yet  these 
suspensions,  so  far  as  is  known,  have  not  resulted  in  loss 
to  members  or  to  depositors.  They  may  be  ascribed  more 
to  an  indiscriminate  multiplication  of  societies  than  to 
difficulties  inherent  in  the  system  of  co-operative  credit. 
This  sjrstem  has,  in  fact,  been  given  substantial  recognition 
by  the  Department  of  Agriculture  for  Ireland  and  by  the 
Congested  Districts  Board,  in  the  shape  of  loans  to  societies 
and  grants  to  help  defray  the  expenses  of  organization. 
Loans  of  public  money  at  a  low  rate  of  interest  have 
bridged  t^e  gulf  between  theory  and  practice  in  co-opera- 
tive credit  for  many  farmers  in  straightened  circumstances, 
with  great  resultant  benefits.  Nevertheless,  the  stimulant 
is  dangerous  if  not  carefully  administered.  Ease  in  obtain- 
ing loan  capital  from  the  outside  may  lead  to  a  lessening  of 
anxiety  to  attract  all  local  idle  fimds  into  productive  uses, 
or  even  to  a  weakening  of  the  sense  of  responsibility  among 

>  The  ficorw  at  hand  ahow  a  lotal  of  £31,742  granted  in  loans  by  158  loeieties 
down  to  Deoember  81.  1004. 
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the  members.  Wit^  proper  caution  in  Uie  {facing  of  loans, 
however,  this  policy  of  the  Department  and  of  the  Board 
may  well  be  continued  without  reducing  the  societies  to 
Uie  level  of  mere  distributing  agencies. 

Wherever  the  credit  associations  have  gpne  to  work  on 
sound  lines   a  noticeable  improvement  in   agricultural 
conditions  has  attested  their  activity.    Those  who  are  un- 
acquainted with  the  economy  of  the  Irish  ^'small"  faimeT 
can,  with  difficulty,  realize  how  he  has  been  for  years 
hampered  (and  stiU  is)  by  a  lack  of  working  capital.^ 
His  buildings  were  few  and  out  of  repair,  his  fences  and 
drains  neglected,  his  land  starved  for  want  of  fertJliiefs, 
his  stock  ill-fed  and  pooriy  sheltered,  and  his  produce 
and  lean  live  stock  sold  at  low  prices  in  poor  markets,  to 
enable  him  to  get  ready  cash  to  meet  his  rent  or  other 
pressing  calls.    Before  the  advent  of  Uie  co-operative 
banks  this  barrier  to  progress  in  the  shape  of  want  of  capital 
could  not  be  removed  by  borrowing.    Few  borrowed  for 
productive  purposes.    The  great  majority  of  those  who 
sought  loans  wished  to  use  them  as  a  means  of  escape  for 
the  time  being  from  difficulties  which  they  found  more 
neariy  impossible  to  meet  each  jrear.    The  inability  to 
use  credit  as  a  productive  ag^t  was  due  to  the  hi^  rates 
of  interest  charg^  by  the  local  moneylenders  or  **  gombeen 
men," — the  only  parties  from  wham  the  poorer  farmers 
could  borrow.    These  individuals,  taken  as  a  class,  charged 
their  victims  rates  of  interest  so  exortutant  that  the  prin- 
cipal often  doubled  in  three  or  four  years.    The  jointrstock 
banks  were  above  the  heads  of  the  people  ¥^  formed  the 
clientele  of  the  ^'gombeen  men."    The  banks  could  not 
bother  with  small  loans.'    They  had  to  demand  security 

^  Tbe  f«nn«n  hen  spokoo  of  im  mtn  with  poonr  boMiDCi  than  the  "avaniie*' 
f«nn«n  wbooe  metbodp  wwe  daacribed  ftbore.  Tte  bmb  who  benefit  bfjr  tht  ewk- 
inc  of  the  credit  toeieties  ere  gMeieHy  oa  e  per  es  leserdi  *'^'">^'  poeitioB,  u  tk» 
raW  of  unlimited  Liebility  keeps  o«it  mbetentael  mmm, 

*  The  everece  siae  of  the  lornaa  mated  by  the  ecrievtaBel  credit  aocMtHi  it 
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which  the  ordinary  small  farmer  could  not  furnish  without 
severely  crippling  his  productive  resources,  and  their 
terms  of  repayment  were  too  rigid  to  meet  the  farmers' 
convenience.  Knowing  the  quality  of  the  mercy  shown 
by  the  "gombeen  men,"  therefore,  the  ordinary  small 
farmer  looked  upon  borrowing  as  an  evidence  of  approach- 
ing economic  dissolution. 

The  agricultiural  societies  declared  war  on  "  gombeenism  '^ 
as  applied  to  the  purchase  of  agricultural  supplies.  It 
remained  for  the  credit  associations  to  undermine  the  bad 
practice  by  providing  credit  facilities  of  which  the  small 
farmers  could  avail  themselves.  These  societies,  by  lend- 
ing to  their  members  for  flexible  periods,  at  reasonable 
rates  of  interest  and  for  productive  purposes  only,  have 
stimulated  them  to  greater  industrial  activity  than  most 
people  thought  them  capable  of.  Farms  that  were  before 
slimly  stocked  and  but  poorly  cultivated  are  now  worked 
much  more  fully;  necessary  but  neglected  improvements 
have  been  undertaken  with  every  prospect  of  completion, 
and  stock  that  before  would  have  been  sacrificed  to  meet 
an  urgent  obligation  is  now  held  for  the  best  market. 
This  is  the  recital  of  but  small  doings,  if  we  measure  them 
by  the  amoimt  of  money  involved;  but  the  quickening  of 
industrial  effort,  and  the  spread  of  commercial  education 
and  economic  enlightenment  among  humble  people,  are  of 
immense  importance,  if  we  look  to  the  results  in  the  devel- 
opment of  industrial  character. 

The  last  group  of  societies  containing  members  sufficient 
to  command  separate  consideration  is  that  of  the  home 
industries  associations.  These  organizations  have  enabled 
girls  who  formerly  worked  in  isolation  to  compare  their 
methods  with  those  of  fellow-workers,  to  receive  instruction 
from  experts,  to  learn  the  latest  designs,  and  to  market  their 
goods  directly  instead  of  through  merchants  acting  solely 
in  their  own  interests.    Yet  the  extension  of  co-operation 
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to  this  field  of  work  has  been  accompanied  by  an  overfvo- 
duction  of  some  kinds  of  Irish  lace,  which  has  doi^  mudi 
to  offset  the  internal  economies  gained  by  association. 
The  making  of  lace  and  crochet  by  hand  can  only  be  iHX)fit- 
able  if  these  goods  show  such  artistic  workmanship  that 
they  can  be  easily  distinguished  from  machine-made  articles 
of  similar  character.  The  increase  in  t^e  number  of  piiB 
employed  in  this  industry  which  followed  the  organiza- 
tion of  the  socities  caused  a  much  larger  output,  includ- 
ing some  work  that  was  not  of  first-class  quality.  Con- 
sequently, Uie  whole  trade  suffered  a  depression.  If 
sound  market  conditions  can  be  restored  by  an  insistence 
on  a  high  standard  by  those  in  charge  of  the  societies,  co- 
operative association  will  make  this  work  much  more  prof- 
itable as  well  as  much  more  attractive  to  Uiose  engaged 
m  it. 

The  advantages  which  individual  members  have  derived 
from  co-operative  organization  have  not  induced  the  so- 
cieties to  associate  to  the  d^ree  that  one  might  expect. 
Strong  federations,  such  as  have  been  built  up  on  the 
Continent,  have  been  comparatively  undeveloped  in  Ire- 
land. Yet,  in  spite  of  their  lack  of  capital  and  the 
lukewarm  support  received  from  most  of  the  local  as- 
sociations, the  Agency  and  the  Wholesale  Society  have 
undoubtedly  made  considerable  gains  for  the  societies  con- 
stituting them.^  Tlie  Agency  Society  showed  its  strength 
by  regaining  a  soimd  financial  position  in  a  few  years,  after 
having  lost  all  its  capital  in  its  first  jrear  of  existence  throu^ 
law-suits,  bad  debts,  and  general  inexperience.  Tlie  im- 
provement in  the  selling  price  and  market  position  of 
Irish  butter  is  largely  due  to  the  activity  of  this  society 
in  persuading  many  of  the  dairy  associations  to  adopt  a 
common  brand  and  maintain  a  hi^  standard  for  Uieir 

>  TW»  boniMM  of  Um  Acenoy  Society  in  IWM  amoimtod  to  £100.273,  a&d  that 
of  the  WlioleBftle  Society  to  £58,843. 
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butter,  in  establishing  shipping  depots  and  storage  ware- 
houses, and  in  keeping  in  touch  with  market  conditions  in 
the  United  Kingdom.  The  Wholesale  Society,  too,  has  in- 
creased its  business  each  year  since  its  foundation,  and  is 
gradually  winning  a  position  which  allows  it  to  exercise 
a  considerable  influence  upon  the  prices  of  agricultural 
requirements.  The  members  of  the  societies  which  have 
been  able  to  secure  their  seeds,  fertilizers,  and  agricultural 
machinery  more  cheaply  from  the  Wholesale  Society  than 
from  those  who  previously  supplied  them  are  not  the  sole 
gainers  by  its  establishment,  for  this  has  resulted  in  a 
general  lowering  of  the  prices  of  these  articles  throughout 
the  country.* 

It  remains  to  examine  the  work  of  the  central  body, — 
the  Irish  Agricultural  Organization  Society.  In  its  earlier 
years  this  society  put  new  life  into  the  agricultiural  industry 
and  new  hope  into  agriculturists,  and  it  made  co-operation 
a  living  economic  force.  As  an  organizing  society,  it 
conducted  a  campaign  of  education  in  the  principles  of 
co-operation.  It  taught  farmers  how  to  form  associations 
on  equitable  lines,  and  assisted  them  over  the  difficulties 
of  the  first  few  months;  it  furnished  inspectors  and  in- 
structors to  help  in  launching  aright  the  technical  work 
undertaken  by  the  societies;  it  aided  in  the  diffusion  of 
agricultural  knowledge  by  publishing  leaflets  on  important 
agricultural  subjects;  and  it  contributed  in  its  whole 
activity,  more  tiian  any  other  agency,  to  the  economic 
revival  which  has  spread  over  Ireland  in  the  last  few  years. 
As  the  mouthpiece  of  Irish  agricultural  opinion,  it  secured 
legislation  against  the  sale  of  impiu^  seeds,  fertilizers,  and 
feeding  stuffs;  it  forced  better  terms  for  shippers  of  agri- 
cultural produce  from  the  railway  companies;  and  it  led 
directly  to  the  creation  of  a  Department  of  Agriculture 

>  The  Report  of  the  Orfanintion  Sodety  for  1902  oalls  attentkm  to  the  wieom 
f ul  iarae  of  a  campaicn  ewried  on  by  the  Wholeeale  Society  affainst  the  m«nare 
maniifaetiiren'  "rias." 
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and  Technical  Instruction  for  Ireland  by  voicing  the 
demand  for  such  a  department,  and  organizing  the  farmers 
in  a  way  to  enable  them  to  take  full  advantage  of  state  aid 
to  their  industry.  Above  all,  the  Organization  Society 
brou^t  together  men  formerly  separated  by  political  or 
religious  differences  on  a  common  platform,  which  had 
as  its  central  {dank  the  furtlierance  of  Irish  economic 
interests. 

When  the  Department  of  Agricultural  and  Technical  In> 
struction  was  established  in  1900,  the  Organization  Society 
was  at  the  height  of  its  influence.  With  the  advent  of  the 
new  department  a  change  in  the  status  of  t^e  older  body 
was  called  for.  Having  passed  over  to  the  department 
the  work  of  agricultural  education  and  the  guardianship  of 
Irish  agricultural  interests,  the  reason  for  the  continuance 
of  the  Organization  Society  became  solely  co-operative.  It 
had  full  scope  for  its  energies,  however,  in  the  organization 
of  new  societies  and  the  exercise  of  a  strengthening  su- 
pervision over  those  already  in  existence.  Unfortunately, 
the  society  seems  to  have  disregarded  the  second  part 
of  what  evidently  should  have  been  its  progranune,  and 
to  have  concentrated  its  attention  upon  getting  as  many 
new  societies  as  possible  on  the  co-operative  register,  with 
the  result  that  the  movement  has,  in  the  last  few  years, 
grown  extensively  rather  than  intenavely,  in  numbers 
rather  than  in  internal  strength.^ 

The  present  position  of  the  Organization  Society  is 
unsatisfactory.  Scarcely  half  the  local  organizations  are 
aflSliated  with  it,  and  over  t^ose  that  are  it  possesses 
practically  no  powers  of  inspection  or  supervision.  It 
does  employ  inspectors  who  are  at  the  service  of  the 
afiiliated  societies,  and  provides  auditors,  free  of  charge, 
for  the  affiliated  banks.     Yet  no  local  society  is  obliged 

1  Of  the  369  societies  mentioned  in  the  detailed  »eoounts  for  1890.  but  14  were 
entered  as  not  working  or  in  abeyanoe.  In  the  1904  aeoounts  the  numbers  are  671 
and  67  respectively,  and  in  1904  131  societies  had  to  be  dissolved. 
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to  submit  its  account  for  audit  or  its  business  for  in- 
spection by  an  official  of  the  Organization  Society.  In 
Germany  the  most  important  f imction  of  the  Verband,  or 
central  body  of  a  co-operative  union,  is  to  subject  the 
whole  conduct  of  the  business  of  each  society  to  a 
thorough  examination,  at  least  once  in  every  two  years. 
If  the  Irish  associations  would  vest  in  the  Organization 
Society  the  power  and  obligation  of  conducting  a  similar 
periodic  investigation  into  their  affairs,  many  mistakes 
would  doubtless  be  rectified  which  now  go  imnoticed  except 
in  theur  results. 

The  financial  position  of  the  Organization  Society  also 
is  anomalous.  In  1904  its  income  amounted  to  £9,483, 
of  which  only  £605  was  contributed  in  affiliation  fees, 
whereas  £8,722  was  derived  from  the  subscriptions  and 
donations  of  individuals.  This  situation  is  not  only 
precarious,  but  it  puts  the  co-operative  societies  in  a  pe- 
culiar light.  Although  no  attempt  seems  to  be  made  to 
separate  the  expenditures  incurred  in  behalf  of  the  affiliated 
societies  from  others  in  the  accounts,  it  is  safe  to  assume 
that  the  former  amoimted  to  considerably  more  than  the 
£605  paid  in  by  them.  Surely,  it  would  seem  to  be  time 
that  all  money  received  from  philanthropic  individuals 
should  be  devoted  to  defraying  the  expenses  of  the  further 
propagation  of  co-operative  principles,  and  that  the 
established  societies  should  be  called  upon  at  least  to  pay 
their  own  way. 

Whether  the  future  of  co-operation  in  Ireland  will  be 
as  bright  as  the  history  of  its  earlier  years  promised  depends 
on  the  extent  to  which  the  policy  of  further  solidarity 
prevails  over  that  of  continued  half-way  measures.  Co- 
operation has  worked  well,  so  far  as  it  has  been  fairly  tried. 
Wherever  there  are  weaknesses  in  the  movement,  they  can 
be  traced  to  a  failure  to  adopt  the  principle  of  co-operation 
in  its  entirety, — to  an  imwilUngness  on  the  part  of  members 
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or  of  societies  to  allow  themselves  to  be  bound  firmly  to- 
gether in  the  pursuit  of  the  common  interest,  as  are  the 
successful  co-operators  on  the  Continent.  If  those  who 
control  the  movement  can  bring  about  its  thorough  re- 
organisation on  a  firmer  and  more  compact  basis,  it  has 
great  possibilities  in  Ireland.^ 

David  A.  McCabe. 

WASmNGTON,  D.C. 

>  In  tbe  Moond  ehaptcr  of  Irdmud  in  tkt  New  Cmtiwy  Mr.  Hormee  Plvnkttt 
mainUint  thai  oo-operation  will  be  "abeolately  mdiq;>6nMble"  to  the  wicioeeiful 
evtablMhment  of  a  peMant  proprietary  in  Inland. 
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THE  SOCIALIST  ECONOMICS    OF  KARL  MARX 
AND    HIS  FOLLOWERS.^ 

I.    The  Theories  of  Karl  Marx. 

The  system  of  doctrines  worked  out  by  Marx  is  char- 
acterized by  a  certain  boldness  of  conception  and  a  great 
logical  consistency.  Taken  in  detail,  the  constituent 
elements  of  the  system  are  neither  novel  nor  iconoclastic, 
nor  does  Marx  at  any  point  claim  to  have  discovered 
previously  hidden  facts  or  to  have  invented  recondite 
formulations  of  facts  already  known;  but  the  system  as  a 
whole  has  an  air  of  originality  and  initiative  such  as  is 
rarely  met  with  among  the  sciences  that  deal  .with  any 
phase  of  human  culture.  How  much  of  this  distinctive 
character  the  Marxian  system  owes  to  the  personal  traits 
of  its  creator  is  not  easy  to  say,  but  what  marks  it  off 
from  all  other  systems  of  economic  theory  is  not  a  matter 
of  personal  idiosyncrasy.  It  differs  characteristically  from 
all  systems  of  theory  that  had  preceded  it,  both  in  its 
premises  and  in  its  aims.  The  (hostile)  critics  of  Marx  have 
not  sufficiently  appreciated  the  radical  character  of  his 
departure  in  both  of  these  respects,  and  have,  therefore, 
commonly  lost  themselves  in  a  tangled  scrutiny  of  sup- 
posedly abstruse  details;  whereas  those  writers  who  have 
been  in  sympathy  with  his  teachings  have  too  commonly 
been  disciples  bent  on  exegesis  and  on  confirming  their 
fellow-disciples  in  the  faith. 

Except  as  a  whole  and  except  in  the  light  of  its  postulates 
and  aims,  the  Marxian  system  is  not  only  not  tenable,  but 
it  is  not  even  intelligible.    A  discussion  of  a  given  isolated 

>Tbe  rabcUnee  of  leetnrM  before  ■tudent*  in  Hanmrd  Unhreraity  in  April« 
1906. 
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feature  of  the  system  (such  as  the  theory  of  value)  from 
the  point  of  view  of  classical  economics  (such  as  Uiat  offered 
by  Bohm-Bawerk)  is  as  futile  as  a  discussion  of  solids  in 
terms  of  two  dimensions. 

Neither  as  regards  his  postulates  and  preconceptions 
nor  as  regards  the  aim  of  his  inquiry  is  Marx's  position  an 
altogether  single-minded  one.  In  neither  respect  does  his 
position  come  of  a  single  line  of  antecedents.  He  is  of  no 
single  school  of  philosophy,  nor  are  his  ideals  those  of  any 
single  group  of  speculators  living  before  his  time.  For 
this  reason  he  takes  his  place  as  an  originator  of  a  school  of 
thought  as  well  as  the  leader  of  a  movement  looking  to  a 
practical  end. 

As  to  the  motives  which  drive  him  and  the  aspirations 
which  guide  him,  in  destructive  criticism  and  in  creative 
speculation  alike,  he  is  primarily  a  theoretician  busied 
with  the  analysis  of  economic  phenomena  and  their  or- 
ganisation into  a  consistent  and  faithful  system  of  scientific 
knowledge;  but  he  is,  at  the  same  time,  consistently  and 
tenaciously  alert  to  the  bearing  which  each  step  in  the  prog- 
ress of  his  theoretical  work  has  upon  the  propaganda. 
His  work  has,  therefore,  an  air  of  bias,  such  as  belongs  to 
an  advocate's  argument;  but  it  is  not,  therefore,  to  be 
assumed,  nor  indeed  to  be  credited,  that  his  propagandist 
aims  have  in  any  substantial  way  deflected  his  inquiry  or 
his  speculations  from  the  faithful  pursuit  of  scientific  truth. 
His  socialistic  bias  may  color  his  polemics,  but  his  logical 
grasp  is  too  neat  and  firm  to  admit  of  any  bias,  other 
than  that  of  his  metaphysical  preconceptions,  affecting  his 
theoretical  work. 

There  is  no  system  of  economic  theory  more  logical  than 
that  of  Marx.  No  member  of  the  system,  no  single  article 
of  doctrine,  is  fairly  to  be  understood,  criticised,  or  defended 
except  as  an  articulate  member  of  the  whole  and  in  the 
light  of  the  preconceptions  and  postulates  which  afford 
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ihe  point  of  departure  and  the  controlling  norm  of  the 
whole.  As  regards  these  preconceptions  and  postulates, 
Marx  draws  on  two  distinct  lines  of  antecedents, — the 
Materialistic  Hegelianism  and  the  English  system  of 
Natural  Rights.  By  his  earlier  training  he  is  an  adept 
in  the  Hegelian  method  of  speculation  and  inoculated  with 
the  metaphysics  of  development  underlying  the  Hegelian 
system.  By  his  later  training  he  is  an  expert  in  the  system 
of  Natural  Rights  and  Natural  Liberty,  ingrained  in  hii 
ideals  of  life  and  held  inviolate  throughout.  He  does  not 
take  a  critical  attitude  toward  the  underlying  principles  of 
Natural  Rights.  Even  his  Hegelian  preconceptions  of 
development  never  carry  him  the  length  of  questioning 
the  fundamental  principles  of  that  system.  He  is  only 
more  ruthlessly  consistent  in  working  out  their  content 
than  his  natural-rights  antagonists  in  the  liberal-classical 
school.  His  polemics  run  against  the  specific  tenets  of 
the  liberal  school,  but  they  run  wholly  on  the  ground 
afforded  by  the  premises  of  that  school.  The  ideals  of 
his  propaganda  are  natural-rights  ideals,  but  his  theory  (A 
the  working  out  of  these  ideals  in  the  coiurse  of  history 
rests  on  the  Hegelian  metaphysics  of  development,  and 
his  method  of  speculation  and  construction  of  theory  is 
given  by  the  Hegelian  dialectic. 

What  first  and  most  vividly  centred  interest  on  Marx 
and  his  speculations  was  his  relation  to  the  revolutionary 
socialistic  movement;  and  it  is  those  features  of  his  doc- 
trines which  bear  immediately  on  the  propaganda  that 
still  continue  to  hold  the  attention  of  the  greater  number 
of  his  critics.  Chief  among  these  doctrines,  in  the  appre- 
hension of  his  critics,  is  the  theory  of  value,  with  its  corol- 
laries: (a)  the  doctrines  of  the  exploitation  of  labor  by 
capital;  and  (6)  the  laborer's  claim  to  the  whole  product 
of  his  labor.    Avowedly,  Marx  traces  his  doctrine  of  labor 
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value  to  Ricardo,  and  through  him  to  the  daasical  eco- 
nomists.^ The  laborer's  claim  to  the  whole  product  of  labor, 
which  is  pretty  constantly  implied,  thou^  not  frequently 
avowed  by  Marx,  he  has  in  all  probability  taken  fnun 
English  writers  of  the  early  nineteenth  century,'  more  par- 
ticularly from  William  Thompson.  These  doctrines  are, 
on  their  face,  nothing  but  a  development  of  the  concq>- 
tions  of  natural  rights  which  then  pervaded  En^ish  specu- 
lation and  afforded  the  metaphysical  ground  ol  the  liberal 
movement.  The  more  formidable  critics  of  the  Marxian 
socialism  have  made  much  of  these  doctrinal  dements 
that  further  the  propaganda,  and  have,  by  laying  the  stress 
on  these,  diverted  attention  from  other  elements  that  are 
of  more  vital  consequence  to  the  system  as  a  body  of  theory. 
Their  exclusive  interest  in  this  side  of  ''scientific  socialism'' 
has  even  led  them  to  deny  the  Marxian  system  all  sub- 
stantial originality,  and  make  it  a  (doubtfully  legitimate) 
offshoot  of  English  Liberalism  and  natural  rights.'  But 
this  is  oncHsided  criticism.  It  may  hold  as  against  certain 
tenets  of  the  so-called  ''scientific  socialism,"  but  it  is  not 
altogether  to  the  point  as  regards  the  Marxian  system  ol 
theory.  Even  the  Marxian  theory  of  value,  surplus  value, 
and  exploitation,  is  not  simply  the  doctrine  of  William 
Thompson,  transcribed  and  sophisticated  in  a  forbidding 
terminology,  however  great  the  superficial  resemblance 
and  however  large  Marx's  unacknowledged  debt  to  Thomp- 
son may  be  on  these  heads.  For  many  details  and  for 
much  of  his  animus  Marx  may  be  indebted  to  the  Utili- 
tarians; but,  after  all,  his  system  of  theory,  taken  as  a 
whole,  lies  within  the  frontiers  of  neo-Hegelianism,  and 

>Cf.  CriHQue  of  Political  Economy,  chap,  i.,  **Noto8  on  tht  History  of  the  Theory 
of  OommoditiM,"  pp.  56-73  (EncUah  tntOBUtioQ,  New  York,  1004). 

'  See  Monger,  Bight  to  tho  WhoU  Produce  of  Labor,  secikms  iii-T.  uid  Tui.-iz.» 
Mid  Foxwell'f  admirable  Introduction  to  Monger. 

*  See  Monger  and  Foxwell«  at  above,  and  Sehaeffle,  Quimtomomco  of  SodaHtm 
and  The  Impomibiiiiy  of  Social  Democracy, 
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even  the  details  are  worked  out  in  accord  with  the  pre- 
conceptions of  that  school  of  thou^t  and  have  taken  on 
the  complexion  that  would  properly  belong  to  them  on 
that  ground.  It  is,  therefore,  not  by  an  itemized  scrutiny 
of  the  details  of  doctrine  and  by  tracing  their  pedigree  in 
detail  that  a  fair  conception  of  Marx  and  his  contribution 
to  economics  may  be  reached,  but  rather  by  following  him 
from  his  own  point  of  departure  out  into  the  ramifications 
of  his  theory,  and  so  overlooking  the  whole  in  the  perspec- 
tive which  the  lapse  of  time  now  affords  us,  but  which 
he  could  not  himself  attain,  since  he  was  too  near  to 
his  own  work  to  see  why  he  went  about  it  as  he  did. 

The  comprehensive  system  of  Mandsm  is  comprised 
within  the  scheme  of  the  Materialistic  Conception  of 
History.^  This  materialistic  conception  is  essentially 
H^elian,'  althou^  it  belongs  with  the  Hegelian  Left, 
and  its  immediate  affiliation  is  with  Feuerbach,  not  with 
the  direct  line  of  Hegelian  orthodoxy.  The  chief  point  of 
interest  here,  in  identifying  the  materialistic  conception 
with  Hegelianism,  is  that  this  identification,  throws  it  im- 
mediately and  uncompromisingly  into  contrast  with 
Darwinism  and  the  post-Darwinian  conceptions  of  evo- 
lution. Even  if  a  plausible  English  pedigree  should  be 
worked  out  for  this  Materialistic  Ck)nception,  or  ''Scientific 
Socialism,''  as  has  been  attempted,  it  remains  none  the 
less  true  that  the  conception  with  which  Marx  went  to  his 
work  was  a  transmuted  framework  of  Hegelian  dialectic* 

Roughly,  Hegelian  materialism  differs  from  Hegelian 
orthodoxy  by  inverting  the  main  logical  sequence,  not  by 

>  See  EocelB,  Th«  DtvdopmmU  of  SoeiaKtm  from  Utopia  to  Seimeo,  eipemefly 
■eetkm  ii.  and  the  openlnc  pencraphs  of  leetion  iiL;  also  the  prefaee  of  Zut 
KrUik  dot  poUHoehon  Oohmomio. 

*  See  EocelB,  at  above,  and  abo  his  FMMrtoM:  Tko  RooU  of  Socialiti  PhUoaophw 
(translatkHi.  Chieaco,  Kerr  A  Co.,  1003). 

*  See,  €.g.,  Seligman,  Tho  Beonomic  InterprotaUon  of  Hiatory,  Pvt  L 
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discarding  the  logic  or  resorting  to  new  tests  oi  truth  or 
finality.  One  nu^t  say,  thou^  perhaps  with  exoeasiYe 
crudity,  that,  where  H^el  pronounces  his  dictum,  JDitu 
Denken  ist  das  Sein,  the  materialists,  particularly  Marx 
and  Engels,  would  say  Das  Sein  macht  das  Denken.  But 
in  both  cases  some  sort  of  a  creative  primacy  is  assigned 
to  one  or  the  other  member  of  the  complex,  and  in  ndth^ 
case  is  the  relation  between  the  two  members  a  causal 
relation.  In  the  materialistic  conception  man's  spiritual 
life — what  man  thinks — ^is  a  reflex  of  idiat  he  is  in  the 
material  respect,  very  much  in  the  same  fashion  as  the  or- 
thodox Hegelian  would  make  the  material  w(»rld  a  reflex 
of  the  spirit.  In  both  tiie  dominant  norm  of  speculation 
and  formulation  of  theory  is  the  conception  of  movement, 
development,  evolution,  progress;  and  in  botii  the  move- 
ment is  conceived  necessarily  to  take  place  by  the  method 
oi  conflict  or  struggle.  The  movement  is  oi  the  nature  oi 
progress, — gradual  advance  towards  a  goal,  toward  the 
realisation  in  explicit  form  of  all  Uiat  is  implicit  in  the 
substantial  activity  involved  in  the  movement.  The 
movement  is,  further,  self-conditioned  and  self-acting:  it 
is  an  unfolding  by  inner  necessity.  The  struggle  which 
constitutes  the  method  of  movement  or  evolution  is,  in  the 
Hegelian  system  proper,  the  struggle  of  the  spirit  for  self- 
realisation  by  the  process  of  the  well-known  three-phase 
dialectic.  In  the  materialistic  conception  of  history  this 
dialectical  movement  becomes  the  dass  struggle  of  the 
Marxian  system. 

The  class  struggle  is  conceived  to  be  ''material,"  but 
the  term  ''material"  is  in  this  connection  used  in  a  meta- 
phorical sense.  It  does  not  mean  mechanical  or  phjrsical, 
or  even  physiological,  but  economic.  It  is  material  in 
the  sense  that  it  is  a  struggle  between  classesfor  the  material 
means  of  life.  "The  materialistic  conception  oi  history 
proceeds  on  the  principle  that  production  and,  next  to 
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production,  the  exchange  of  its  products  is  the  groundwork 
of  every  social  order."  *  The  social  order  takes  its  form 
through  the  class  struggle,  and  the  character  of  the  class 
struggle  at  any  given  phase  of  the  unfolding  development 
of  society  is  determined  by'Hhe  prevailing  mode  of  eco- 
nomic production  and  exchange."  The  dialectic  of  the 
movement  of  social  progress,  therefore,  moves  on  the 
spiritual  plane  of  human  desire  and  passion,  not  on  the 
(literally)  material  plane  of  mechanical  and  physiological 
stress,  on  which  the  developmental  process  of  brute  creation 
unfolds  itself.  It  is  a  sublimated  materialism,  sublimated 
by  the  dominating  presence  of  the  conscious  human  spirit; 
but  it  is  conditioned  by  the  material  facts  of  the  production 
of  the  means  of  life.'  The  ultimately  active  forces  involved 
in  the  process  of  imf olding  social  life  are  (apparently)  the 
material  agencies  engaged  in  the  mechanics  of  production; 
but  the  dialectic  of  the  process — the  dass  struggle — runs 
its  course  only  among  and  in  terms  of  the  secondary 
(epigenetic)  forces  of  human  consciousness  engaged  in  the 
valuation  of  the  material  products  of  industry.  A  con- 
sistently materialistic  conception,  consistently  adhering 
to  a  materialistic  interpretation  of  the  process  of  develop- 
ment as  well  as  of  the  facts  involved  in  the  process,  could 
scarcely  avoid  making  its  putative  dialectic  struggle  a 
mere  unconscious  and  irrelevant  conflict  of  the  brute 
material  forces.  This  would  have  amounted  to  an  in- 
terpretation in  terms  of  opaque  cause  and  effect,  with- 
out recourse  to  the  concept  of  a  conscious  class  struggle, 
and  it  might  have  led  to  a  concept  of  evolution  similar  to 
the  unteleological  Darwinian  concept  of  natural  selection. 
It  could  scarcely  have  led  to  the  Marxian  notion  of  a 

1  Encelfl,  Development  of  Soeialiem,  beginning  of  section  iiL 

'  C/.,  on  this  point.  Max  Adler,  "Kausalitat  und  Teleologie  im  Streite  um  die 
Wifleenschaft"  (included  in  Marx — Shidisn,  edited  by  Adler  and  Hilfendirg,  vol.  i.)« 
partieulaiiy  section  zL;  ef.  also  Ludwig  Stein,  Die  eoeiale  Prage  im  Liehie  der 
PhUoeophie,  whom  Adler  criticises  and  claims  to  have  refuted. 
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conscious  class  struggle  as  the  one  necessary  metiiod  of 
social  progress,  though  it  might  conceivably,  by  the  aid 
of  empirical  generalisation,  have  led  to  a  scheme  of  social 
im)ce8s  in  which  a  dass  struggle  would  be  included  as 
an  incidental  tiiou^  perhaps  highly  efficient  factor.^  It 
would  have  led,  as  Darwinism  has,  to  a  concept  of  a  process 
oi  cumulative  change  in  social  structure  and  function; 
but  this  process,  being  essentially  a  cumulative  sequence  ol 
causation,  opaque  and  untelecdogical,  could  not,  without 
an  infusion  ol  pious  fancy  by  the  speculator,  be  asserted 
to  involve  progress  as  distinct  from  retrogression  or  to 
tend  to  a ''realisation''  or^'self-realixation"  of  the  human 
spirit  or  ol  anjrthing  else.  Neither  could  it  conceivably  be 
asserted  to  lead  up  to  a  final  term,  a  goal  to  which  all  lines 
of  the  process  should  converge  and  beyond  which  the 
process  would  not  go,  such  as  the  assumed  goal  of  the 
Marxian  process  ol  class  struggle  which  is  conceived  to 
cease  in  the  classless  economic  structure  of  the  socialistic 
final  term.  In  Darwinianism  there  is  no  such  final  or 
perfect  term,  and  no  definitive  equilibrium. 

The  disparity  between  Marxism  and  Darwinism,  as 
well  as  the  disparity  within  the  Marxian  system  between 
the  range  of  material  facts  that  are  conceived  to  be  the 
fundamental  forces  of  the  process,  on  the  one  hand,  and  the 
range  of  spiritual  facts  within  which  the  dialectic  move- 
ment proceeds, — this  disparity  is  shown  in  the  character 
assigned  the  class  struggle  by  Marx  and  Engels.  The 
struggle  is  asserted  to  be  a  conscious  one,  and  proceeds  on 
a  recognition  by  the  competing  classes  of  their  mutually 
incompatible  interests  with  regard  to  the  material  means  of 
life.  The  class  struggle  proceeds  on  motives  of  interest, 
and  a  recognition  of  dass  interest  can,  of  course,  be  reached 
only  by  reflection  on  the  facts  of  the  case.  There  is,  tiiere- 
fore,  not  even  a  direct  causal  connection  between  the 
material  forces  in  the  case  and  the  choice  of  a  given  in- 

>  Ct.  Adler  as  above. 
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terested  line  of  conduct.  The  attitude  of  the  interested 
party  does  not  result  from  the  material  forces  so  im- 
mediately as  to  place  it  within  the  relation  of  direct  cause 
and  efifect,  nor  even  with  such  a  degree  of  intimacy  as  to 
admit  of  its  being  classed  as  a  tropismatic,  or  even 
instinctive,  response  to  the  impact  of  the  material  force 
in  question.  The  sequence  of  reflection,  and  the  con- 
sequent choice  of  sides  to  a  quarrel,  run  entirely  alongside 
of  the  range  of  material  facts  concerned. 

A  further  characteristic  of  the  doctrine  of  class  struggle 
requires  mention.  WhUe  the  concept  is  not  Darwinian,  it 
is  also  not  legitimately  H^elian,  whether  of  the  Bight  or 
the  Left.  It  is  of  a  utilitarian  origin  and  of  English  pedi- 
gree, and  it  belongs  to  Marx  by  virtue  of  his  having  bor- 
rowed its  elements  from  the  system  of  self-interest.  It  is 
in  fact  a  piece  of  hedonism,  and  is  related  to  Bentham 
rather  than  to  H^el.  It  proceeds  on  the  grounds  of  the 
hedonistic  calculus,  which  is  equally  foreign  to  the  Hege- 
lian notion  of  an  unfolding  process  and  to  the  post-Dar- 
winian notions  of  cumulative  causation.  As  r^ards  the 
tenability  of  the  doctrine,  apart  from  the  question  of  its 
derivation  and  its  compatibility  with  the  neo-Hegelian 
postulates,  it  is  to  be  added  that  it  is  quite  out  of  harmony 
with  the  later  results  of  psychological  inquiry, — ^just  as  is 
true  of  the  use  made  of  the  hedonistic  calculus  by  the 
classical  (Austrian)  economics. 

Within  the  domain  covered  by  the  materialistic  concep- 
tion, that  is  to  say  within  the  domain  of  unfolding  human 
culture,  which  is  the  field  of  Marxian  speculation  at  large, 
Marx  has  more  particularly  devoted  his  efforts  to  an  analy- 
sis and  theoretical  formulation  of  the  present  situation, — 
the  current  phase  of  the  process,  the  capitalistic  system. 
And,  since  the  prevailing  mode  of  the  production  of  goods 
determines  the  institutional,  intellectual,  and  spiritual  life 
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of  the  epoch,  by  deteimining  the  fonn  and  method  of  the 
current  class  struggle,  the  discussion  necessarily  begins 
with  the  theory  of  ''capitalistic  production/'  or  producti<»i 
as  carried  on  under  the  capitidistic  sjrstem.^  Under  the 
capitalistic  system,  that  is  to  say  under  the  system  oi 
modem  business  traffic,  production  is  a  production  of  c(Hn- 
modities,  merchantable  goods,  with  a  view  to  the  price 
to  be  obtained  for  them  in  the  market.  The  great  fact  on 
which  all  industry  under  this  system  hinges  is  tiie  price 
of  marketable  goods.  Therefore  it  is  at  this  point  that 
Marx  strikes  into  the  system  of  capitalistic  production, 
and  therefore  the  theory  of  value  becomes  the  domi- 
nant feature  of  his  economics  and  the  point  of  departure 
for  the  whole  analysis,  in  all  its  voluminous  ramifica- 
tions.' 

It  is  scarcely  worth  while  to  question  what  serves  as 
the  beginning  of  wisdom  in  the  current  criticisms  of  Marx; 
namely,  that  he  offers  no  adequate  proof  of  his  labor- 
value  theory.*    It  is  even  safe  to  go  farther,  and  say  that 

>  It  may  be  noted,  by  way  of  oeutioii  to  readers  feinnier  with  the  terms  only 
as  employed  by  the  daasieal  (English  and  Austrian)  economists,  that  in  Marxian 
osace  "eapitalistie  produotion"  means  produetion  of  foods  for  the  market  by  hired 
labor  under  the  direction  of  employers  who  own  (or  eontrcd)  the  means  of  produetion 
and  are  encaged  in  industry  for  the  sake  of  a  profit.  "Oapital  **  is  wealth  (primarily 
funds)  so  emplojred.  In  these  and  other  related  points  of  terminologieal  usage 
Marx  is,  of  course,  much  more  doedy  in  touch  with  coUoQuial  usage  than  thoee 
economists  of  the  dassieal  line  who  make  eapital  signify  "the  products  of  past 
industry  used  as  aids  to  further  produetion."  With  Marx  "Oapttalism"  implies 
oertain  relations  of  ownership,  no  less  than  the  "productiye  use"  iriiwh  is  alone 
insisted  on  by  so  many  later  economists  in  defining  the  term. 

*  In  the  sense  that  the  thecnry  of  value  affiurds  the  point  of  departure  and  the 
fundamental  concepts  out  of  which  the  further  theory  of  the  workings  of  capital- 
ism is  constructed, — in  this  sense,  and  in  this  sense  only,  is  the  theory  of  valoe  the 
cental  doctrine  and  the  critical  tenet  of  Marxism.  It  does  not  follow  that  the 
Marxist  doctrine  of  an  irresistible  drift  towards  a  soeialistio  consummation  hangs 
on  the  defwudbility  of  the  labor>value  theory,  wx  even  that  the  general  structure 
of  the  Marxist  economics  would  collapse  if  translated  into  other  terms  than  thoee 
of  tlus  doctrine  of  labor  value.  Cf.  Bohm-Bawerk,  Kari  Marx  and  tA4  Clom  of 
kia  Sif9t€m:  and,  on  the  other  hand.  Frans  Oppenheimer,  l>as  OnmdgeotU  dtr 
Marx*»ehen  GfeihehafUUhn,  and  Rudolf  (Soldsehdd,  VtrtUnduHga-  oder  MMen- 
Hontthtori; 

*  Cf.,  •.g.,  Bohm-Bawerk,  as  above;  Ghorg  Adler,  Onmdlaoen  dtr  Kwri  Manf' 
scAea  Kritih, 
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he  offers  no  proof  of  it.  The  femt  which  occupies  the  open- 
ing paragraphs  of  the  Kapital  and  the  corresponding  pas- 
sages of  Ztir  Kritik,  etc.,  is  not  to  be  taken  seriously  as  an 
attempt  to  prove  his  position  on  this  head  by  the  ordinary 
recoiurse  to  argument.  It  is  rather  a  self-satisfied  supe- 
rior's playful  mystification  of  those  readers  (critics)  whose 
limited  powers  do  not  enable  them  to  see  that  his  prop- 
osition is  self-evident.  Taken  on  the  Hegelian  (neo-Hege- 
lian)  ground,  and  seen  in  the  light  of  the  general  material- 
istic conception,  the  proposition  that  value  =  labor-cost  is 
self-evident,  not  to  say  tautological.  Seen  in  any  other 
light,  it  has  no  particular  force. 

In  the  Hegelian  scheme  of  things  the  only  substantial 
reality  is  the  unfolding  life  of  the  spirit.  In  the  neo-Hege- 
lian  scheme,  as  embodied  in  the  materialistic  conception, 
Uiis  reality  is  translated  into  terms  of  the  unfolding  (ma- 
terial) life  of  man  in  society.^  In  so  far  as  the  goods  are 
products  of  industry,  they  are  the  output  of  this  unfolding 
life  of  man,  a  material  residue  embodying  a  given  fraction 
of  this  forceful  life  process.  In  this  life  process  lies  all 
substantial  reality,  and  all  finally  valid  relations  of  quan- 
tivalence  between  the  products  of  this  life  process  must 
run  in  its  terms.  The  life  process,  which,  when  it  takes 
the  specific  form  of  an  expenditure  of  labor  power,  goes  to 
produce  goods,  is  a  process  of  material  forces,  the  spiritual 
or  mental  features  of  the  life  process  and  of  labor  being 
only  its  insubstantial  reflex.  It  is  consequently  only  in 
the  material  changes  wrought  by  this  expenditure  of  labor 
power  that  the  metaphysical  substance  of  life — labor 
power — can  be  embodied;  but  in  these  changes  of  material 

^In  mueh  the  same  way,  and  with  an  analogous  effect  on  their  theoretical 
work,  in  the  preconceptions  of  the  daaeieal  (indudinc  the  Austrian)  economist?, 
the  t>alanoe  of  pleasure  and  pain  is  taken  to  be  the  ultimate  reality  in  terms  of 
which  all  economic  theory  must  be  stated  and  to  terms  of  which  all  phenomena 
should  finally  be  reduced  in  any  definitive  analysis  of  economic  life.  It  is  not  the 
present  purpose  to  inquire  idketherthe  one  of  these  uncritical  assumptions  is  in  any 
degree  more  meritorious  or  more  serviceable  than  the  other. 
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fact  it  cannot  but  be  embodied,  since  these  are  the  end  to 
which  it  is  directed. 

This  balance  between  goods  in  respect  of  their  magni- 
tude as  output  of  human  labor  holds  good  indefeasibly,  in 
point  (A  the  metai^ysical  reality  of  the  life  process,  what- 
ever superficial  (phenomenal)  variations  from  this  norm 
may  occur  in  men's  dealings  with  the  goods  under  the 
stress  oi  the  strategy  of  self-interest.  Such  is  the  value 
of  the  goods  in  reality ;  they  are  equivalents  of  one  another 
in  the  proportion  in  which  they  partake  of  this  substan- 
tial quality,  althou^  their  true  ratio  of  equivalence  may 
never  come  to  an  adequate  expression  in  the  transactions 
involved  in  the  distribution  ol  the  goods.  This  real  or 
true  value  of  the  goods  is  a  fact  of  production,  aikl  holds 
true  under  all  systems  and  methods  of  production,  whereas 
the  exchange  value  (the  ''phenomenal  form"  of  the  real 
value)  is  a  fact  of  distribution,  and  expresses  the  real  value 
more  or  less  adequately  according  as  the  scheme  of  dis- 
tribution in  force  at  the  given  time  conforms  more  or  less 
closely  to  the  equities  given  by  production.  If  the  output 
of  industry  were  distributed  to  the  productive  agents 
strictly  in  proportion  to  their  shares  in  production,  the 
exchange  value  of  the  goods  would  be  presumed  to  con- 
form to  their  real  value.  But,  under  the  current,  capital- 
istic system,  distribution  is  not  in  any  sensible  degree 
based  on  the  equities  of  production,  and  the  exchange 
value  of  goods  under  this  system  can  therefore  express 
their  real  value  only  with  a  very  rough,  and  in  the  main 
fortuitous,  approximation.  Under  a  socialistic  regime, 
where  the  laborer  would  get  the  full  product  of  his  labor, 
or  where  the  whole  system  of  ownership,  and  consequently 
the  system  of  distribution,  would  lapse,  values  would  readi 
a  true  expression,  if  any. 

Under  the  capitalistic  system  the  determination  of  ex- 
change value  is  a  matter  of  competitive  profit-making,  and 
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exchange  values  therefore  depart  erratically  and  inconti- 
nently from  the  proportions  that  would  legitimately  be 
given  them  by  the  real  values  whose  only  expression  they 
are.  Marx's  critics  commonly  identify  the  concept  of 
"value"  with  that  of  "exchange  value/'*  and  show  that 
the  theory  of  "value"  does  not  square  with  the  run  of  the 
facts  of  price  under  the  existing  system  of  distribution, 
piously  hoping  thereby  to  have  refuted  the  Marxian  doc- 
trine; whereas,  of  coiurse,  they  have  for  the  most  part  not 
touched  it.  The  misapprehension  of  the  critics  may  be 
due  to  a  (possibly  intentional)  oracular  obscurity  on  the 
part  of  Marx.  Whether  by  his  fault  or  their  own,  their 
refutations  have  hitherto  been  quite  inconclusive.  Marx's 
severest  stricture  on  the  iniquities  of  the  capitalistic  sys- 
tem is  that  contained  by  implication  in  his  development 
of  the  manner  in  which  actual  exchange  value  of  goods 
systematically  diverges  from  their  real  (labor-cost)  value. 
Herein,  indeed,  lies  not  only  the  inherent  iniquity  of  the 
existing  system,  but  also  its  fateful  infirmity,  according  to 
Marx. 

The  theory  of  value,  then,  is  contained  in  the  main  pos- 
tulates of  the  Marxian  system  rather  than  derived  from 
them.  Marx  identifies  this  doctrine,  in  its  elements,  with 
the  labor-value  theory  of  Bicardo,'  but  the  relationship 
between  the  two  is  that  of  a  superficial  coincidence  in  their 
main  propositions  rather  than  a  substantial  identity  of 
theoretic  contents.  In  Ricardo's  theory  the  source  and 
measure  of  value  is  sought  in  the  effort  and  sacrifice  under- 
gone by  the  producer,  consistently,  on  the  whole,  with  the 
Benthamite-utilitarian  position  to  which  Bicardo  somewhat 

1  Bdhm-Bawerk,  Capital  and  tnttrtttt  Book  VI.,  chap.  uL;  also  Kari  Man  and 
thg  CZoM  of  hia  Syttem,  partiouUrly  chap.  It.;  AcUer,  (TnifuOo^tn,  ebape.  u.  and  iiL 

*  C/.  Kapital,  vol.  L,  chap.  xv.  p.  486  (4th  ecL).  See  abo  notes  9  and  16  to 
ehap.  L  of  the  same  volume,  where  Marx  discusses  the  labor-value  doctrines  of 
Adam  Smith  and  an  earlier  (anonymous)  English  writer  and  compares  them  with 
his  own.  Similar  comparisons  with  the  early — classical — value  theories  recur  from 
time  to  time  in  the  later  portions  of  KapitaL 
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loosely  and  uncritically  adhered.  The  decisive  fact  about 
labor,  Uiat  quality  by  virtue  of  which  it  is  assumed  to  be 
the  final  term  in  the  theory  (A  production,  is  its  irksome- 
ness.  Such  is  of  course  not  the  case  in  the  labor-value 
theory  of  Marx,  to  whom  the  question  of  the  irksomeness 
(A  labor  is  quite  irrelevant,  so  far  as  regards  the  relaticm 
between  labor  and  production.  The  substantial  diversity 
or  incompatibility  of  the  two  theories  shows  itself  directly 
when  eadi  is  employed  by  its  creator  in  the  further  analy- 
sis of  economic  phenomena.  Since  with  Ricardo  tiie  cru- 
cial point  is  the  degree  of  irksomeness  of  labor,  which 
serves  as  a  measure  both  of  the  labor  expended  and  the 
value  produced,  and  since  in  Ricardo's  utilitarian  philos- 
ophy there  is  no  more  vital  fact  underlying  this  irksome- 
ness, therefore  no  surplus-value  theory  follows  from  the 
main  position.  The  productiveness  of  labor  is  not  cmnu- 
lative,  in  its  own  working;  and  the  Bicardian  economics 
goes  on  to  seek  the  cumulative  productiveness  of  industry 
in  the  functioning  of  the  products  of  labor  when  employed 
in  further  production  and  in  the  irksomeness  of  the  cap- 
italist's abstinence.  From  which  duly  follows  the  general 
position  of  classical  economics  on  the  theory  of  produc- 
tion. 

With  Marx,  on  the  other  hand,  the  labor  power  expended 
in  production  being  itself  a  product  and  having  a  substan- 
tial value  corresponding  to  its  own  labor  cost,  the  value 
of  the  labor  power  expended  and  the  value  of  the  product 
created  by  its  expenditure  need  not  be  the  same.  They 
are  not  the  same,  by  supposition,  as  they  would  be  in  any 
hedonistic  interpretation  of  the  facts.  Hence  a  discre- 
pancy arises  between  the  value  of  the  labor  power  expended 
in  production  and  the  value  of  the  product  created,  and 
this  discrepancy  is  covered  by  the  concept  of  surplus  value. 
Under  the  capitalistic  system,  wages  being  the  value  (price) 
of  the  labor  power  consumed  in  industry,  it  follows  that 
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the  surplus  product  of  their  labor  cannot  go  to  the  laborers, 
but  bcNcomes  the  profits  of  capital  and  the  source  of  its 
accumulation  and  increase.  From  the  fact  that  wages  are 
measured  by  the  value  of  labor  power  rather  than  by  the 
(greater)  value  of  the  product  of  labor,  it  follows  also  tiiat 
the  laborers  are  unable  to  buy  the  whole  product  of  their 
labor,  and  so  that  the  capitalists  are  unable  to  sell  the 
whole  product  of  industry  continuously  at  its  full  value, 
whence  arise  difficulties  of  the  gravest  nature  in  the  capi- 
talistic system,  in  the  way  of  overproduction  and  the  like. 

But  the  gravest  outcome  of  this  systematic  discrepancy 
between  the  value  of  labor  power  and  the  value  of  its 
product  is  the  accumulation  of  capital  out  of  unpaid  labor 
and  the  effect  of  this  accumulation  on  the  laboring  popula- 
tion. The  law  of  accumulation,  with  its  corollary,  the 
doctrine  of  the  industrial  reserve  army,  is  the  final  term 
and  the  objective  point  of  Marx's  tiieory  of  capitalist 
production,  just  as  the  theory  of  labor  value  is  his  point  of 
departure.^  While  the  theory  of  value  and  surplus  value 
are  Marx's  explanation  of  the  possibility  of  existence  of 
the  capitalistic  system,  the  law  of  the  accumulation  of 
capital  is  his  exposition  of  the  causes  which  must  lead  to 
the  collapse  of  that  system  and  of  the  manner  in  which 
the  collapse  will  come.  And  since  Marx  is,  always  and 
everywhere,  a  socialist  agitator  as  well  as  a  theoretical 
economist,  it  may  be  said  without  hesitation  that  the  law 
of  accumulation  is  the  climax  of  his  great  work,  from 
whatever  point  of  view  it  is  looked  at,  whether  as  an  eco- 
nomic theorem  or  as  a  tenet  of  socialistic  doctrine. 

The  law  of  capitalistic   accumulation  may  be  para- 

^  Oppenheimer  (Dot  OrundgmeU  der  Marx'tchen  O^telUckalttiUhrt)  is  risht  in 
m^iring  the  thecHry  of  aoeumuUtioii  Um  oeatral  element  in  the  doctrines  of  Marxist 
socialism,  but  it  does  not  follow,  as  Oppenheimer  contends,  that  this  doctrine  is 
the  kesrstone  of  Ifarx's  eeonomic  theories.  It  fc^ows  logically  from  the  theory  of 
surplus  value,  as  indicated  above,  and  rests  on  that  theory  in  such  a  way  that  it 
would  fail  (in  the  form  in  which  it  is  held  by  Marx)  with  the  failure  of  the  doctrine 
of  surplus  value. 
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phrased  as  follows:*  Wages  being  the  (approximately 
exact)  value  of  the  labor  power  bou^t  in  ihe  wage  con- 
tract; the  price  of  the  product  being  the  (similarly 
approximate)  value  (A  the  goods  produced;  and  since  the 
value  of  the  product  exceeds  that  of  the  labor  power  by 
a  given  amount  (surplus  value),  idiich  by  force  oi  the 
wage  contract  passes  into  the  possession  of  the  capitalist 
and  is  by  him  in  part  laid  by  as  savings  and  added  to  the 
capital  already  in  hand,  it  follows  (a)  that,  otlier  things 
equal,  the  larger  tlie  surplus  value,  the  more  rapid  the 
increase  of  capital;  and,  also  (b),  that  the  greater  the 
increase  dl  capital  relatively  to  the  labor  force  employed, 
the  more  productive  the  labor  employed  and  tJie  larger  the 
surplus  product  available  for  accumulation.  The  process 
of  accumulation,  therefore,  is  evidently  a  cumulative  one; 
and,  also  evidently,  tJie  increase  added  to  ci4>ital  is  an  un- 
earned increment  drawn  from  the  unpaid  surplus  product 
of  labor. 

But  with  an  appreciable  increase  of  the  aggregate  capital 
a  change  takes  place  in  its  technological  ccnnposition, 
whereby  the  ''constant"  capital  (equipment  and  raw 
materials)  increases  disproportionately  as  compared  with 
the  "variable"  capital  (wages  fund).  "Labornsaving  de- 
vices" are  used  to  a  greater  extent  than  before,  and 
labor  is  saved.  A  larger  proportion  of  the  expenses  of 
production  goes  for  the  purchase  of  equipment  and  raw 
materials,  and  a  smaUer  proportion — though  perhaps  an 
absolutely  increased  amount — goes  for  the  purchase  d 
labor  power.  Less  labor  is  needed  relatively  to  the  ag- 
gregate capital  employed  as  well  as  relatively  to  the 
quantity  of  goods  produced.  Hence  some  portion  of  the 
increasing  labor  supply  will  not  be  wanted,  and  an  "in- 
dustrial reserve  army,"  a  "surplus  labor  population,"  an 
army  of  unemployed,  comes  into  existence.    This  reserve 

>  See  KapUai,  vol.  L,  ehftp.  zxiii. 
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grows  relatively  larger  as  the  accumulation  of  capital 
proceeds  and  as  technological  improvements  consequently 
gain  ground;  so  that  there  result  two  divergent  cumulative 
changes  in  the  situation, — antagonistic,  but  due  to  the 
same  set  of  forces  and,  therefore,  inseparable:  capital 
increases,  and  the  number  of  unemployed  laborers  (rela- 
tively) increases  also. 

This  divergence  between  the  amount  of  capital  and 
output,  on  the  one  hand,  and  the  amount  received  by 
laborers  as  wages,  on  the  other  hand,  has  an  incidental 
consequence  of  some  importance.  The  purchasing  power 
of  the  laborers,  represented  by  their  wages,  being  the  largest 
part  of  the  demand  for  consumable  goods,  and  being  at 
the  same  time,  in  the  nature  of  the  case,  progressively 
less  adequate  for  the  purchase  of  the  product,  represented 
by  the  price  of  the  goods  produced,  it  follows  that  the 
market  is  progressively  more  subject  to  glut  from  over- 
production, and  hence  to  commercial  crises  and  depression. 
It  has  been  argued,  as  if  it  were  a  direct  inference  from 
Marx's  position,  that  this  maladjustment  between  produc- 
tion and  markets,  due  to  the  laborer  not  getting  the  full 
product  of  his  labor,  leads  directly  to  the  breakdown  of 
the  capitalistic  system,  and  so  by  its  own  force  will  bring 
on  the  socialistic  consmnmation.  Such  is  not  Marx's 
position,  however,  although  crises  and  depression  play  an 
important  part  in  the  course  of  development  that  is  to  lead 
up  to  socidism.  In  Marx's  theory,  socialism  is  to  come  by 
way  of  a  conscious  class  movement  on  the  part  of  the 
propertyless  laborers,  who  will  act  advisedly  on  their  own 
interest  and  force  the  revolutionary  movement  for  their 
own  gain.  But  crises  and  depression  will  have  a  large  share 
in  bringing  the  laborers  to  a  frame  of  mind  suitable  for 
such  a  move. 

Given  a  growing  aggregate  capital,  as  indicated  above, 
and  a  concomitant  reserve  of  unemployed  laborers  growing 
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at  a  still  higher  rate,  as  is  involved  in  Marx's  position,  this 
body  of  unemployed  labor  can  be,  and  will  be,  used  by  the 
capitalists  to  depress  wages,  in  order  to  increase  profits. 
Logically,  it  follows  that,  the  farther  and  faster  capital 
accumulates,  the  larger  will  be  the  reserve  of  unemployed, 
both  absolutely  and  relatively  to  tiie  work  to  be  done,  and 
the  more  severe  will  be  the  pressing  acting  to  reduce  wages 
and  lower  the  standard  of  living,  and  the  deeper  will  be 
the  degradation  and  misery  of  the  working  dass  and  tlie 
more  precipitately  will  their  condition  decline  to  a  still 
lower  depth.  Every  period  of  depression, with  its  increased 
body  of  unemployed  labor  seeking  work,  will  act  to  hasten 
and  accentuate  the  depression  of  wages,  until  tiiere  is  no 
warrant  even  for  holding  that  wages  will,  on  an  average, 
be  kept  up  to  the  subsistence  minimum.*  Marx,  indeed, 
is  explicit  to  the  effect  that  such  will  be  the  case, — that 
wages  will  decline  below  the  subsistence  minimum;  and 
he  cites  English  conditions  of  child  labor,  misery,  and 
degeneration  to  substantiate  his  views.'  When  this  has 
gone  far  enough,  when  capitalist  production  comes  near 
enough  to  occupying  the  whole  field  of  industry  and  has 
depressed  the  condition  of  its  laborers  sufficiently  to  make 
them  an  effective  majority  of  the  community  witii  nothing 
to  lose,  then,  having  taken  advice  together,  they  will  move, 
by  legal  or  extra-legal  means,  by  absorbing  the  state  or 
by  subverting  it,  to  establish  the  social  revolution. 

Socialism  is  to  come  through  class  antagonism  due  to 
the  absence  of  all  property  interests  from  the  laboring 
class,  coupled  with  a  generally  prevalent  misery  so  pro- 
found as  to  involve  some  degree  of  physical  degeneration. 
This  misery  is  to  be  brought  about  by  the  heightened  pro- 

>  The  **8ub«iBtenoe  minimum"  is  here  t*kfln  -in  the  senae  uied  by  Marx  aad 
the  elaaaiol  eoonomists,  m  meaninc  what  is  neeeeaary  to  keep  up  the  supply  of 
labor  at  its  ourrent  rate  of  eflSeieney. 

*  See  Kajrital,  roL  i.,  ehap.  xxiii.,  sections  4  and  5. 
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ductivity  ot  labor  due  to  an  increased  accumulation  of 
capital  and  large  improvements  in  the  industrial  arts; 
which  in  turn  is  caused  by  the  fact  that  under  a  system 
(A  private  enterprise  with  hired  labor  tlie  laborer  does  not 
get  tJie  whole  product  of  his  labor;  which,  again,  is  only 
sajring  in  other  words  that  private  ownership  of  eapital 
goods  enables  the  capitalist  to  appropriate  imd  accumu- 
late the  surplus  product  of  labor.  As  to  what  the  r^ime 
is  to  be  which  the  social  revolution  will  bring  in,  Marx  has 
nothing  particular  to  say  beyond  the  general  thesis  that 
there  will  be  no  private  ownership,  at  least  not  of  tlie 
means  of  production. 

Such  are  the  outlines  of  the  Marxian  sjrstem  of  socialism. 
In  all  that  has  been  said  so  far  no  recourse  is  had  to  tlie 
second  and  third  volumes  of  KajriUU.  Nor  is  it  necessary 
to  resort  to  these  two  volumes  for  the  general  theory  of 
socialism.  They  add  nothing  essential,  although  many  of 
the  details  of  the  processes  concerned  in  the  working  out 
of  the  capitalist  scheme  are  treated  with  greater  fulness, 
and  the  imal]^  is  carried  out  with  great  consistency  and 
witli  admirable  results.  For  economic  theory  at  large 
tiiese  fiui^her  two  volumes  are  important  enough,  but  an 
inquiry  into  their  contents  in  that  connection  is  not  called 
for  here. 

Nothing  much  need  be  said  as  to  the  tenability  of  this 
tlieory.  In  its  essentials,  or  at  least  in  its  characteristic 
elements,  it  has  for  the  most  part  been  given  up  by  latter- 
day  socialist  writers.  The  number  of  those  ¥^0  hold  to 
it  without  essential  deviation  is  growing  gradually  smaller. 
Such  is  necessarily  the  case,  and  for  more  than  one  reason. 
The  facts  are  not  bearing  it  out  on  certain  critical  points, 
such  as  the  doctrine  of  increasing  misery;  and  tlie  Hege- 
lian philosophical  postulates,  witliout  idiich  tlie  Marxism 
ot  Marx  is  groundless,  are  for  tlie  most  part  forgotten  by 
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the  dogmatistB  oi  to-day.  Darwinism  has  largely  sup- 
planted Hegdianism  in  tJieir  habits  oi  thou^t. 

The  particular  point  at  idiich  the  theory  is  most  fragile, 
considered  simfdy  as  a  theory  ol  social  growth,  is  its  im- 
plied doctrine  of  population, — ^implied  in  the  doctrine  of 
a  growing  reserve  (A  unenployed  woiianen.  The  doctrine 
of  the  reserve  oi  une^^doyed  labor  involves  as  a  postulate 
that  population  will  increase  anyway,  without  reference 
to  current  or  prospective  means  of  life.  The  empirical 
facts  give  at  least  a  very  persuasive  apparent  support  to 
the  view  e^qvessed  by  Marx,  that  misery  is,  or  has  hith^to 
been,  no  hindrance  to  the  propagation  ot  the  race;  but 
they  afford  no  conclusive  evidence  in  support  of  a  thesis 
to  the  effect  that  the  number  oi  laborers  must  increase  in- 
dependently (tf  an  increase  6t  the  means  oi  life.  No  one 
since  Darwin  would  have  the  hardihood  to  say  that  the 
increase  di  the  himian  species  is  not  conditioned  by  the 
means  dl  living. 

But  all  that  does  not  really  touch  Marx's  portion. 
To  Marx,  the  neo-H^dian,  history,  including  the  eco- 
nomic development,  is  the  life-history^  the  himian  species; 
and  the  main  fact  in  this  life-history,  particulariy  in  the 
economic  aspect  of  it,  is  the  growing  volume  of  human 
life.  This,  in  a  manner  ot  speaking,  is  the  base-line  of  the 
whole  analysis  oi  the  process  dl  economic  life,  including  the 
phase  of  capitalist  production  with  the  rest.  The  growth 
of  population  is  the  first  principle,  the  most  substantial, 
most  material  factor  in  this  process  of  economic  life,  so 
long  as  it  is  a  process  of  growth,  di  unfolding,  di  exfoliation, 
and  not  a  phase  of  decrepitude  and  decay.  Had  Marx 
found  that  his  analyas  led  him  to  a  view  adverse  to  this 
position,  he  would  lo^cally  have  held  that  the  capitalist 
system  is  the  mortal  agony  of  the  race  and  the  manner  of 
its  taking  off.  Such  a  conclusion  is  precluded  by  his  Hege- 
lian point  of  departure,  according  to  idiich  the  goal  of  the 
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life-history  of  the  race  in  a  large  way  controls  the  course 
of  that  life-history  in  aU  its  phases,  including  the  phase 
of  capitalism.  This  goal  or  end,  which  controls  the  process 
of  human  development,  is  the  complete  realization  of  life 
in  all  its  fulness,  and  the  realization  is  to  be  reached  by  a 
process  analogous  to  the  three-phase  dialectic,  of  thesis, 
antithesis,  and  sjoithesis,  into  i^ch  scheme  the  capitalist 
system,  with  its  overflowing  measiu^  of  misery  and  degra- 
dation, fits  as  the  last  and  most  dreadful  phase  of  antithe- 
sis. Marx,  as  a  H^dian, — that  is  to  say,  a  romantic  phil- 
osopher,— is  necessarily  an  optimist,  and  the  evil  (antithet- 
ical element)  in  life  is  to  him  a  logically  necessary  evil, 
as  the  antithesis  is  a  necessary  phase  of  the  dialectic;  and 
it  is  a  means  to  the  consummation,  as  the  antithesis  is  a 
means  to  the  synthesis. 

Thobotein  Veblen. 
XJnivxbsitt  of  CmcAGO. 
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At  tlie  outset  it  must  be  noticed  that  the  term  ''marginal 
land"  may  refer  to  land  on  the  margin  in  eadi  and  every 
separate  industry,  or  to  the  land  on  the  margin  in  relation 
to  an  industry, — to  the  entire  network  of  industries  in  the 
eountry  or  in  the  world.  The  first  may  be  termed  a  relative 
margin,  the  latter,  an  absolute  extensive  margin.  Thi»e 
is,  for  example,  marginal  land  used  for  building  lots,  and 
marginal  laiul  used  for  raising  wheat;  but  in  both  cases, 
under  ordinary  conditions,  the  land,  if  not  used  for  building 
sites  or  wheat-growing  respectively,  would  be  utilised  in 
some  other  manner.  In  other  words,  these  lands  have,  as  a 
rule,  one  or  more  optional  uses.  But  land  may  be,  and 
indeed  actually  is,  in  existence  which,  if  not  utilised  as  it  is 
at  present,  would  lie  idle,  or  it  is  at  the  present  time  just 
yielding  a  return  equal  to  the  necessary  return  to  the  labor 
and  capital  employed  upon  the  land.  If  land  was  rigidly 
specialised, — that  is,  if  each  kind  of  land  was  capable  of 
being  employed  in  one  and  only  one  occupation,  and  an 
abimdance  of  all  necessary  varieties  existed  ,^^ach  use  of 
land  would  have  an  absolute  margin,  but  relative  margins 
would  be  non-existent.  On  the  other  hand,  if  land  in  any 
one  or  in  all  industries  were  not  sufficiently  abundant  to 
satisfy  the  demand  for  the  particular  products  or  product 
which  the  particular  quality  of  land  was  fitted  to  produce, 
a  8\irplu8  would  arise  even  on  the  poorest  land,  which  would 
be  called  an  absolute  extensive  marginal  rent.  Extensive 
marginal  rents  are,  then,  of  two  kinds, — ^relative  and  ab- 
solute. The  latter  is,  however,  as  wiU  be  shown  later,  in 
reality  only  a  special  variety  of  the  former,  and  is  theoretical 
rather  than  actual 

Turning  from  the  classification  of  extensive  margins  to 
that  of  intensive,  two  varieties  may  be  distinguished, — 
normal  and  abnormal.    The  normal  intensive  mar^n  is  the 
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margin  reached  in  competitive  enterprises.  In  such  enter- 
prises, capital  and  labor  are  added,  increment  by  increment, 
to  a  given  area  of  land,  until  a  point  is  reached  where  the 
product  3deld8  merely  interest  and  wages, — the  expenses  of 
production.  On  the  contrary,  in  enterprises  involving 
monopoly  gains  of  any  sort,  no  matter  how  they  may  arise, 
the  normal  flow  of  capital  and  labor  is  obstructed,  and  both 
are  diverted  into  new  channels.  The  return  to  the  marginal 
unit  of  labor  and  of  capital  on  a  specific  area  of  land  is  greater 
than  in  a  purely  competitive  business.  The  intensive  margin 
is  not  the  normal  one  for  the  enterprise  in  question.  A  rent 
arises  in  such  a  case  which  may  be  designated  an  absolute 
intensive  marginal  rent.  In  one  sense  of  the  word,  as  long 
as  abnormal  intensive  margins  exist,  all  intensive  margins 
are  abnormal  Because,  if  less  than  the  normal  amount  of 
capital  and  labor  is  employed  in  any  particular  class  of 
industries,  more  than  the  normal  amount  must  be  diverted 
into  other  industries,  and  the  true  normal  margin  for  the 
latter  is  depressed. 

It  is  our  problem  to  discuss  the  various  marginal  rents 
and  their  relation  to  price.  In  a  theory  of  price  must 
these  three  rents  be  considered  as  essentially  different  from 
differential  rents?  But  what  is  meant  by  the  question, 
Does  rent  enter  price?  *  One  important  criterion  has  been 
held  to  be.  Would  prices  be  lower  if  rents  were  remitted? 
Can  this  be  accepted  as  a  true  criterion?  Prices  are  fixed 
by  conditions  of  supply  and  demand,  and  may  be  affected 
by  forces  which  change  the  intensity  or  direction  of  demand 
or  by  influences  which  limit  or  increase  supply.  A  differ- 
ential rent  is,  from  one  point  of  view,  the  measure  of  com- 
parative efficiency.  A  specific  increase  in  differential  rents 
may  indicate  higher,  lower,  or  stationary  prices.  It  may 
mean  the  resort  to  a  lower  margin  of  cultivation  or  it  may 
indicate  increased  production  on  the  more  productive  or 
advantageously  situated  areas  ef  land.  While  a  universal 
increase  of  differential  rents  would  signify  a  lower  margin 

1  See  article  by  Ptofeeeor  T.  N.  Ower,  Quarterly  Journal  of  Eeonomiea,  roL  zr. 
pp.  509. 600. 
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of  production,  and  consequently  higher  cost  of  production, 
specific  changes  in  di£Ferential  rents  are  not  significant.  If 
aU  workers  would  remit  their  wages,  other  things  remaining 
the  same,  prices  would  be  unchanged.  If  all  capitalists 
would  refuse  to  accept  interest,  and  no  change  take  place  in 
the  conditions  of  supply  and  demand,  prices  must  certainly 
remain  at  the  same  level  However,  are  we  prepared  to 
say  that  wages  and  interest  do  not  enter  or  affect  price  in 
a  different  manner  than  differential  rents?  If  we  posit 
that  demand  and  supply  remain  unchanged,  certainly  re- 
mission of  rent,  or  interest,  or  wages,  does  not  affect  price. 
The  hypothesis  of  the  remission  of  rent  or  of  wages  is, 
however,  scarcely  permissible,  because  such  remission  must 
inevitably  change  the  existing  conditions  of  demand  and 
supply.  Therefore,  the  real  questions  before  us  are.  Does 
or  does  not  marginal  rent  affect  price  as  does  differential 
rent?  or.  Do  marginal  rents  affect  price  in  a  manner  similar 
to  wages  or  interest? 

Before  proceeding  further,  it  may  be  advisable  to  consider 
briefly  the  positions  taken  by  some  of  the  leading  economists 
who  have  given  attention  to  this  topic,  and  to  attempt  to 
roughly  classify  them.  Two  general  classes  may  be  noticed, 
and  under  each  of  the  two  classes  two  sub-classes  may  be 
recognised. 

1.  The  economists  who  distinguish  mar^nal  from  differ- 
ential rents  as  to  their  effect  upon  price.  These  writers 
measure  from  an  extensive  margin:— 

(a)  Writers  who  retain  the  term  "rent,"  such  as 
Mill,  Hobeon,  and  Patten.  Mill  writes:  "Rent  is  not 
an  element  in  the  cost  of  production  of  the  conmiodity 
which  yields  it,  except  in  the  case  (rather  conceiv- 
able than  actually  existing)  in  which  it  results  from 
and  represents  a  scarcity  value.  But,  when  land  capable 
of  yielding  rent  in  agricultxire  is  applied  to  some  other 
purpose,  the  rent  which  it  would  have  yielded  is  an  element 
in  the  cost  of  production  of  the  commodity  which  it  is 
employed  to  produce."*    According   to   MiU,  then,  there 

&  Mill,  PrtneipUB  (3-«-l-ix.). 
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may  be  differential,  relative  marginal,  and  absolute  mar- 
ginal rent.  The  latter  two  forms,  when  existing,  affect  price. 
Absolute  marginal  rent  is,  however,  held  to  be  theoretical 
rather  than  actual.  The  position  of  Mr.  Hobson^  and  of 
Professor  Patten  '  are  practically  the  same  as  that  of  Mill 

(6)  Writers  who  use  a  new  term  for  marginal  rent. 
Macfarlane'  declares  that  the  so-called  marginal  rent,  or 
scarcity  rent,  is  not  rent  at  all,  but  a  surplus.  He  em- 
phatically insists  that  the  term  ''rent"  must  be  confined 
strictly  to  a  differential  return  which  never  enters  price. 
According  to  this  economist,  any  surplus,  whether  arising 
from  land,  labor,  or  capital,  which  determines  price,  is  not  a 
rent.  He  differs  from  the  above-mentioned  writers  merely 
in  the  matter  of  terminology. 

2.  As  to  the  determination  of  price,  marginal  rent  is  not 
essentially  different  from  differential  rent,  (a)  Marginal 
rent  does  not  directly  enter  price.  Marshall,  Bullock,  and 
Hollander  should  be  included  under  this  sub-head.  Mar- 
shall^ recognizes  what  has  been  termed  "relative  marginal 
rent,"  but  urges  that  it  does  not  directly  affect  price. 
He  admits,  however,  that  it  does  indirectly  affect  price. 
Bullock's  position  is  essentially  the  same.'  Hollander  is 
more  explicit  in  his  denial  that  marginal  rent  enters  price. 
Such  a  view,  in  his  opinion,  is  due  entirely  to  the  omission 
of  one  important  factor;  namely,  the  existence  of  an  in- 
tensive margin  of  cultivation.  ''The  rent  of  any  particular 
price  of  land  may  be  measured  indifferently  from  the 
extensive  or  from  the  intensive  margin."  *  Hobson  attacks 
the  dose  argument  upon  which  Hollander  and  Marshall  base 
their  contentions,  and  points  out  that  the  dose  argument 
can  be  applied  as  well  to  capital  and  to  labor.  He  rejects 
the  application  of  the  law  of  rent  to  the  intensive  cultivation 

>  Hobson,  BeoHomiea  of  IHttribuHm,  pp.  120,  121,  300. 

*  Pfttten,  Premitet  of  Poliiieal  Economy,  p.  22. 
*MaefarUiio,  Vahto  and  DiHributum,  pp.  130-183. 
«  Marahall,  Betnumieo,  pp.  450, 460. 
*InirodueHan  to  Study  of  Bcanomieo,  pp.  300, 400. 

*  Quarttriy  Journal  of  Beonomko,  toI.  bt,  pp.  178, 170. 
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of  lud  or  to  the  VK  of  a  BQgfe  factor  i^prodoctkia,  aiid  fd^ 
back  npoa  the  exteBBre  mafgiB  as  tlie  "aofe  legHmiate 
appKcation  of  the  Law  of  Bent.''  Ek^h  vk  of  had^  exeept 
tte  lowest,  win  jkld  a  mafghial  lent.  DiSeroitiak  in  tiwt 
particaiar  iDdoBtij  will  be  im  MmMl  from  this  margnL* 
Mr.  A.  M.  Hjde.*  who  mahitainB  that  maigiittl  rents  do  not 
price,  veiefB  onlj  to  cxteasiTe  maigiBal  renta,  and 
that  the  intiMJin  margin  is  the  same  in  aB 
«  Tiew  which  is  iaadeqnate,  in  that  it  overiocte 
the  pitstiMJc  of  fffonnmir  bictioB  and  monopolj.  Hie  cmx 
of  the  entire  prohlem  fees  in  the  fact  that  in  all  oitcrpriscs 
which  pussLSi  a  iiMamiii.  of  moaopoljr  power,  or  pecofiar 
adrantagca  of  anj  sort,  the  intensiTe  margin  is  not  carried 
down  as  &r  as  in  other  indusUies. 

(6)  AD  rents  enter  price.  Clark'  and  Fetter «  argue  that 
aB  rents,  marginal  or  diSeieniial,  plaj  a  direct  part  in  de- 
termining price.  Clark  nses  the  dose  argoment,  which 
Hobeon  caDs  "&Ilacioas,''  to  prove  his  point. 

We  hare  thos  before  as  a  nnmbcr  of  apparenthr  confficting 
and  divergent  Tiews  as  to  the  relatioos  of  marginal  rent  to 
price.  Can  these  views  be  harmoniaed  in  some  measure? 
What  conclaaoos  can  be  drawn  from  an  analysis  of  the 
problem? 

Let  OS  first  look  iqMA  industry  as  a  whole  over  a  wide 
area,  prcsnpposiDg  abondant  Isnd  of  widely,  Imt  gradually, 
▼arving  character,  valuable  for  one  or  more  opticmal  nses, 
and  subject  at  a  given  time  to  the  law  of  diminishing 
returns. 

Fig.  1  is  an  ideal  diagram  repceaenting  sudi  a  eoodition. 
While .  of  course,  thoe  is  actualhr  no  sudi  regular  and  smooth 
gradation  in  the  quafities  erf  land  as  the  diagram  presents, 
we  may  accept  this  curve  for  the  purpose  <rf  this  discussion 
without  serious  error,  ranembeiiiig  the  basic  hypothesis. 
At  /  a  given  amount  of  labor  and  capital  will  produce  a 
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Vra  1. 


A»  Final  abMlute  margin. 

B.  PreMnt  absolute  martin  (graiinc  etc.,  margin). 

C.  Agrieidtiiral  marjpn. 

D.  Gardening  margm. 

B.  Manufacturing  margin. 

F.  Retidenee  (dty)  maigin. 

O.  Gommeretal  (itorea)  margin. 

H.  C6mmflroial  (ofBeea)  margin. 

maxiintiin  return.  B  is  the  present  actual  margin  of  land 
utilization.  This  margin  is,  of  course,  subject  to  variation 
with  changing  conditions  of  demand  and  supply.  A  is  the 
final  absolute  margin  of  utilization,  imaginary  or  real. 
Here  land  is  absolutely  valueless  for  any  purpose.  In 
mathematical  terms,  an  infinite  amoimt  of  labor  and  capital 
would  be  required  to  produce  a  finite  product,  -ffffi,  GOi, 
and  so  on,  are  the  relative  marginal  rents  in  the  different 
industries.  Var3ring  slightly  the  hypothesis,  if  there  is  no 
land  beyond  B,  and  if  the  demand  is  increased  until  land 
is  not  sufficiently  abundant,  an  absolute  extensive  marginal 
rent  would  arise,  and  the  other,  or  the  relative,  marginal 
rents  would  be  increased  by  this  amount. 

Without  going  into  the  problem  at  this  point,  we  may 
at  least  ask  the  following  questions:  Where  is  the  line  of 
demarcation  to  be  drawn,  for  example,  between  agriculture 
and  market  gardening?  And  why  should  any  line  be  drawn 
when  discussing  the  theory  of  rent?  Is  not  CCi  the  margin 
for  botii  agriculture  and  market  gardening?    If  not,  why 
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not  have  innumerable  relative  margins,  one  for  every  varia- 
tion in  the  methods  employed  or  the  crop  grown?  If  we 
narrow  the  classification  and  confine  ourselves  to  oat  land, 
for  instance,  must  we  not  take  into  consideration  the  po8»- 
bility  of  rotation  of  crops,  even  without  changed  conditions 
as  to  demand  and  supply?  It  would  seem  that  the  question 
of  a  relative  margin  is  practically  not  a  simple  one.  Again, 
we  may  ask  in  regard  to  manufacture,  Should  or  should  not 
the  land  utilized  for  the  sites  of  dwellings  of  employees  be 
considered  as  land  used  for  purposes  of  manufacture?  Or, 
in  other  words.  Is  not  the  land  used  for  the  dwelling-sites 
of  the  workmen  and  that  used  for  the  factory  itself  all  in  one 
category?  Should  not  both  be  measured  from  the  same 
relative  margin? 

Attacking  the  problem  directly,  let  us  make  the  hypothesis 
that  land  is  rigidly  specialized,  absolutely  immobile,  and 
abundant  in  each  occupation.  As  many  diagrams,  similar 
to  Fig.  1,  may  be  drawn  as  there  are  different  occupations 
or  industries.  Let  Fig.  2  represent  the  curve  for  wheat  land 
absolutely  immobile  and  abundant.  That  is,  there  is  sup- 
posed to  be  an  abundant  quantity  of  land  of  gradually 
var3ring  grades  of  desirability  which  can  be  used  for  wheat, 
but  for  no  other  purpose.  B  is  the  margin  of  cultivation, 
— no  rent  land.    Other  more  desirable  pieces  of  land  will 

Fio.  2. 
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receive  differential  returns.  Differential  rents  are  present, 
but  not  marginal  rents. 

Making  similar  assumptions  of  different  grades  or  powers 
of  productivity  upon  any  given  piece  of  land,  so  that  we 
proceed  from  higher  towards  the  lower  we  conclude  that  an 
increasing  amount  of  capital  and  labor  is  required  in  order 
to  3deld  equal  returns,  and  may,  therefore,  draw  a  curve  of 
intensive  cultivation  on  a  given  area,  similar  to  Fig.  2. 

Returning  to  the  consideration  of  the  extensive  margin, 
if  land  is  specialized  as  before,  but  the  supply  for  any  specific 
purpose  limited  and  the  demand  for  the  products  or  services 
of  the  land  firm,  the  marginal  land  will  receive  a  scarcity, 
or  marginal,  rent  analogous  to  the  monopoly  rent  due  to 
ownership  of  a  patent,  or  to  that  caused  by  the  restriction 
of  membership  in  a  trade  union  controlling  a  certain  in- 
dustry. But  the  intensive  margin  would  still  extend  to  B 
(Fig.  2). 

If  the  original  problem  is  again  modified  by  introducing 
competition  from  below  (that  of  grazing,  for  example),  the 
extensive  margin  for  wheat  may  be  pushed  up  to  Bi  while 
the  margin  of  the  grazing  land  will  extend  below  B  to  Bf. 
As  a  result,  the  land  still  devoted  to  wheat  will,  under  normal 
conditions,  be  cultivated  more  intensively.  Now  the  curve 
of  intensive  cultivation  of  wheat  wiU  extend  below  that  of 
the  extensive  curve;  and,  if  capital  and  labor  are  absolutely 
mobile,  it  will  extend  to  3%.  Ck>mpetition  from  below  would, 
then,  raise  the  extensive  margin,  changing  it  from  an  ab- 
solute to  a  relative  margin,  and  in  so  doing  would  cause  the 
intensive  margin  to  be  lowered  if  the  same  amount  of 
produce  is  demanded,  since  the  land  between  Bi  and  Bs  is 
now  utilized  for  grazing.  The  additional  expense  at  the 
intensive  margin  is  measured  by  the  vertical  line  between 
the  two  horizontal  lines  passing  through  B  and  Bt, 

If  competition  presses  only  from  above  (market  gardening, 
for  example),  the  margin  wiU  be  lowered  both  intensively 
and  extensively;  but  the  two  curves  wiU  coincide.  Price 
will  be  raised  as  a  result  of  increased  expenses  of  production. 

In  the  third  case,  optional  uses  from  both  the  higher  and 
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lower  class  tend  to  compress  the  limits  for  wheat-growing, 
and  lead  to  an  extension  of  the  intensive  margin.  In  aJI 
uses  except  the  lowest  a  relative  margin,  not  coincident  with 
the  intensive  margin,  replaces  the  absolute  extensive  margin. 

If  capital  and  labor  were  perfectly  mobile, — flowing  im- 
mediately and  without  friction  from  one  place  or  occupation 
to  another, — and  land  was  mobile,  abimdant,  and  of  difiFereni 
grades  of  desirability,  it  seems  reasonable  to  argue  that 
returns  to  capital  and  labor  on  the  margin,  whether  intensive 
or  extensive,  wiU  be  equal  in  all  occupations  or  uses.  AD 
land  rents  would,  then,  be  differential,  measured  indiffer^itly 
from  an  extensive  or  an  intensive  margin.  Other  forms  of 
rent  or  surplus  would  disappear.  In  short,  Hobson's  land- 
labor-capital  margin  would  be  realized.  Under  this  hypo- 
thesis Hollander's  conception  of  the  relation  of  rent  to  price 
is  correct. 

Let  us  pause  in  order  to  summarize  our  conclusions. 
Remembering  that  our  fundamental  hypothesis  is  that  labor 
and  capital  are  mobile,  we  may  classify  our  results  imder 
four  headings: — 

(1)  Land  speciafized  and  abundant.  Differential,  but  not 
marginal  rents  arise. 

(2)  Land  specialized  and  scarce.  Differential  and  many 
absolute  extensive  marginal  rents  arise. 

(3)  Land  mobile  and  abundant.  Differential,  but  no 
absolute  extensive  marginal  rents  arise. 

(4)  Land  mobile  and  scarce.  Differential  and  one  ab- 
solute extensive  marginal  rents  arise. 

Propositions  1  and  2  refer  to  extensive  margins.  Propo- 
sition 3  refers  to  an  intensive  margin,  except  in  the  case  of 
the  lowest  form  of  land  use.  Proposition  4  refers  to  both 
margins. 

The  absolute  extensive  margin  is,  under  the  hypothesis 
of  mobility  of  labor  and  capital,  only  a  special  and  unusual 
form  of  a  relative  margin.  Instead  of  land  beyond  the 
extensive  margin  in  a  particular  industry  devoted  to  other 
uses  there  is  no  land  existing  beyond  it.  A  relative  margin 
is  a  shifting  one:  an  absolute  extensive  margin,  if  in  exist- 
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ence,  would  be  practically  fixed  and  unchangeable.  But, 
if  economic  friction  and  monopoly  were  eliminated,  the 
intensive  margin  of  cultivation  would  be  ever3rwhere  ex* 
tended  to  the  same  point,  whether  the  particular  industry 
has  a  relative  or  an  absolute  extensive  margin.  The  es- 
sential consideration  appertains  to  the  intensive,  not  to 
the  extensive  margin.  Therefore,  both  relative  and  absolute 
extensive  marginal  rents  have  no  significance  in  a  theory  of 
priee,  if  economic  friction  be  eliminated.^ 

As  a  matter  of  fact,  land  is  never  rigidly  specialised  or 
absolutely  mobile.  Partial  specialization  will  cause  the 
appearance  of  many  permanent  or  temporary,  absolute 
intensive  marginal  rents.  On  the  other  hand,  if  one  of  the 
oilier  factors  in  production — labor  or  capital — is  able  to 
obtain  a  monopoly  or  scarcity  gain,  the  return  to  that 
factor  will  be  fixed  at  the  highest  net  retiun.  That  is, 
increments  of  this  factor  will  not  be  added  until  a  normal 
marginal  return  is  reached, — ^the  marginal  return  for  a 
competitive  business.  The  actual  marginal  unit  of  a  factor 
which  possesses  an  element  of  monopolistic  power  ordinarily 
receives  a  higher  return  than  does  a  marginal  unit  of  the 
same  factor  in  a  strictly  competitive  business.  Land  em- 
ployed in  businesses  which  are  of  a  monopolistic  nature  will 
ordinarily  have  an  intensive  margin  which  is  actuaUy  higher 
than  that  of  land  employed  in  other  enterprises.  "Were 
competition  free,  production  would  always  be  carried  out  to  a 
point  where  the  total  product  would  compensate  each  in- 
crement of  capital  and  labor  (of  equal  efficiency)  with  exactly 
equal  values.  These  values  would  come  do¥m  to  the  ex- 
pense of  production,  and  there  would  be  no  surplus  above 
expense  of  production.  But  it  is  because  some  monopoly 
element  has  power  to  limit  production  before  the  point  is 
reached  where  average  value  equals  expense  that  the  value 
of  the  product  allows  a  surplus  above  its  expense." ' 

Anotlier  view  of  the  problem  may  also  be  presented.    If 

>  Up  to  thit  point  the  oooelutboi  are  aimUftr  to  tlioM  of  Mr.  Hytto,  althoagh 
iMohtd  by  %  different  method  of  epproeoh. 

*  Oommone,  DMHbvltMi  of  WmUK  P*  i5& 
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"consumption  becomes  more  static  and  less  varied, —  the 

surplus  of  the  consumers  is  increased/'  and  rent  and  cost 

are  increased.      "Few  wants  mean  high  rents  and  large 

consumer's  surplus."  *    The  other  side  of  the  shield  is  now 

turned  towards  us.    We  are  viewing  the  problem  from  the 

side  of  consumption.    Few  wants  give  Uttle  opportunity 

for  change  from  one  crop  to  another,  or  to  put  land  to  its 

best  uses.    Land  must  consequently  be,  to  a  considerable 

extent,  uneoonomicaDy  spedaliied,  and  the  few  wants  are 

necessarily  intense.    The  productive  value  of  Ihe  land  is 

lessened,  and  the  absolute  extensive  margin  of  cultivation 

is  lowered  and  abnormal  intensive  margins  appear.    Mul- 

tipBdty  of  demand  tends  to  i»oduee  the  same  effect  as 

mobifity  of  land;  namely,  to  reduee   absolute   intensive 

marginal  rents  and  to  raise  the  extensive  margin  of  eul-  | 

tivation.    Kffoentaal  rents  signify  diff^ences  in  efficiency,  f 

but  absolute  intenave  marginal  rents  arise  only  ^diere  there  i 

is  restriction  of  supply  and  obstruction  to  the  normal  flow  I 

of  land,  labor,  and  ca{HtaL    Mobility  of  tl^ee  three  factors  f 

and  multipfidty  of  demand  tends  to  efiminate  abnormal 

intensive  margins  and  absolute  intensive  marginal  rents.  I 

World-wide  mobifity  of  the  three  factors  would  cause  the 

intenave  margins  in  all  enterprises  to  be  coincident.    In 

case  of  an  abncumal  intenave  maiipn  the  marginal  units  I 

and  an  more  desirably  situated  units  in  the  particular  | 

business  receive  a  greater  return  than  would  accrue  to  them 

if  additional  increments  were  utifiied  until  the  intensive  I 

marg^  for  the  business  became  normaL    This  additional  | 

return  is  an  expense  frcmi  the  consumer's  point  of  view,  idiich 

enters  price  in  the  same  manner  as  wages  and  interest. 

What,  then,  are  the  final  conclusionsf 

A.  Where  monopoly  power  of  any  kind  exists,  absolute 
intensive  marginal  rents  will  appear.  These  rents  wifi 
enter  price  as  do  wages  and  interest,  and  will  accrue  to  the  . 

factor  possesring  the  monopoly  power,  whether  that  be  | 

land,  labor,  or  capital    On  the  frontier,  for  example,  | 

wbae  land  was  dieap,  labor  and  ca{Htal  were  ordinarily  . 
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scarce,  and,  therefore,  received  larger  rewards  than  in  more 
populous  districts.  Scarcity  or  monopoly  gain  here  accrued 
to  labor  and  capital  instead  of  land.  On  the  contrary, 
where  land  of  a  given  grade  is  not  abundant,  an  absolute 
intensive  marginal  rent  may  accrue  to  it.  Differential 
rents  cannot  be  considered  to  be  monopoly  gains.  In  a 
theory  of  price  a  sharp  distinction  ought  to  be  dra¥m  be- 
tween differential  rents  and  absolute  intensive  marginal 
rents. 

B.  Relative  marginal  rents  and  absolute  extensive  mar- 
ginal rents  have  no  direct  significance  in  a  theory  of  price. 

C.  In'  actual,  every-day  life  in  a  modem,  complex  in- 
dustrial society  absolute  intensive  marginal  rents  may  arise 
in  regard  to  any  one  or  all  factors  of  production  and  in 
any  one  or  in  all  enterprises.  These  abnormal  margins 
interact  upon  each  other.  "Thus  monopoly  will  struggle 
with  monopoly."  * 

Frank  T.  Cablton. 
UMTvxBsrrr  of  WnooNsiN. 

1  Patttan,  TiUory  ^FrotpirtCy,  p.  98. 
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ON  THE  BEGINNING  OF  THE  COTTON  INDUSTRY 
IN   ENGLAND. 

Baines/  after  a  careful  review  of  all  the  sources  ot  in- 
formation available  to  him,  showed  that  nearly  every 
allusion  to  English  ''cotton"  weaving  bef<»e  1600  bore 
indication  of  proeesses  applicable  only  to  wooUois,'  and 
cited  as  the  eariiest  unequivocal  testimony  a  passage  oi 
the  date  of  1641  which  r^ers  to  the  linen  warp  and  cotton 
weft  characteristic  of  the  first  pmod  of  cotton  manufact- 
uring:— 

The  town  of  Maadmier,  in  Lancashire,  must  aleo  be  herein  remem- 
bered, and  worthily  for  their  enoouragemeBt  eommmded,  who  buy  the 
yam  of  the  Irish  in  great  quantity,  and,  weaving  it,  return  the  same 
into  Ireland  to  s^  Neither  doth  their  industry  rest  heie,  for  they  buy 
cotton  wool  in  Londcm  that  comes  first  from  Cyprus  and  Smyrna,  and 
at  home  work  the  same,  and  perfect  it  into  fustians,  vermilons,  dimi> 
ties,  and  oUier  sudi  stuffs,  and  then  return  it  to  London,  where  the  same 
is  vented  and  sold,  and  not  seldom  sent  into  foreign  parts,  who  have 
means,  at  far  easier  terms,  to  provide  themsdves  of  tht  said  first 
materials.* 

>BAiii68,  Cotton  Mamuhetun,  183A,  pp.  01-M. 

*'*Bolton-vpofk-iiioor-m*rket  standtfth  most  by  eotlOBB  and  eoant  smn. 
DiTen  Tillaces  in  the  moor  aboat  Bolton  do  make  oottooa."  Tttland,  iUmm  m  >, 
1538,  ToL  TiL  foL  87.  "  Many  poor  peopla  have  been  w«ll  mI  a-vork  aa  w«ll  with 
dretnns  and  frutnc  of  the  laid  eottons,  as  with  pnttinc  to  sale  the  flune.**  Statnt* 
83  Henry  VIU.,  chap,  xr.,  1M2.  **AU  eottons  eaUed  Maneheeter.  LaneaAira, 
and  Che^kire  eottons,  full  wrought  to  the  Mde,  ahall  be  in  lencth  tweoty-two  yardi, 
and  ihall  eontain  in  breadth  three  qwerters  of  a  yard  in  water,  and  ehall  weigh  thirty 
potmde  in  the  pieee  at  leaat."  Statute  5  and  8  Edward  VI..  1858.  **Ervyofthe 
■aid  eottooe,  being  euffieiently  milled  or  thieked.  dean  eeoured,  well  wrought,  and 
fully  dried,  ehall  weigh  twenty-one  pounds  at  the  least."  Statute  8  KHeabeth, 
•hap.  zL,  1588.  **Laneorum  pannorum  hooore  (Maneheeter  Cbttons  voeaat).** 
1500,  p.  818. 


•Roberts,  7V«at«re  •/  TmHe,  1841,  pp.  82.  83. 
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Upon  this  passage  he  commented  as  follows: — 

No  mention  has  yet  been  found  of  the  cotton  manufacture  earlier 
than  the  year  1641,  and  there  are  good  reasons  for  concluding  that  it 
eould  not  have  existed  very  long  before  that  period.^ 

Fnnn  the  above  evidence  it  is  manifest  that  the  cotton  manufacture 
had,  in  1641,  become  well  established  at  Manchester.  ...  Of  course 
fustians  must  have  been  made  at  Manchester  and  Bolton  for  a  con- 
siderable time  before  the  publication  of  Lewes  Roberts's  book.' 

Writers  on  the  cotton  industry  continue  to  cite  the  passage 
from  Roberts  as  the  earliest  trace  of  this  manufacture  in 
England.^  Cunningham,  however,  notes  "an  isolated  pro- 
posal in  1626  to  employ  the  poor  in  the  spinning  and 
weaving  of  cotton  wool."  * 

I  have  two  bits  of  evidence  earlier  in  date  than  the  m- 
dications  already  mentioned.  The  first  consists  merely  of 
a  line  or  two  in  a  petition  of  the  presumed  date  of  1610. 
The  petitioner  asks  the  Earl  of  Salisbury  for  confirma- 
tion of  a  grant  made  to  him  for  reformation  of  frauds 
daily  committed  in  the  manufacture  of  "bombazine  cotton 

*  BM1I60,  p.  97.  Hbraaaon  for  this  statement  is  that  the  poor  law  of  ICOl  omits 
eottoo  from  the  list  of  raw  materials  whieh  the  OTsrseers  were  authorised  to  provide 
"to  set  the  poor  on  work,"  and  also  that  Oamden  and  other  authors  of  the  last  deoade 
of  the  sixteenth  esntunr  "are  silent  as  to  any  manufacture  of  eotton." 

*/6ul.,pp.l01,l02. 

Batnes  adds  another,  but  ambiguous,  fusion,  whieh  may  be  taken  for  what 
it  is  worth  ^— 

"George,  Humphrey,  and  Ralph  (Chetham]  embarked  in  the  trade  for  which 
Meaehester  had  for  some  time  been  distinguished,  the  chief  braneh  of  which  was 
the  manufacture  of  cottons.  Bolton  at  that  period  was  no  less  the  market  for 
fustians,  which  were  bit>ught  thither  from  ^  parts  of  the  surrounding  country. 
Of  these  last  especially  the  Chethams  were  the  principal  buyers,  end  the  London 
market  was  chiefly  siq>plied  by  them  with  those  matcriak  of  apparel,  then  in  almoet 
general  use  throughout  the  nation.  .  .  .  Humphrey  Chetham,  when  high  sheriff 
of  this  county,  1635,  discharged  the  place  with  great  honor,  inasmuch  that  very 
good  gentlemen,  of  birth  and  estate,  did  wear  his  cloth  at  the  assise  to  testify  their 
unfeigned  affection  to  him."    Fuller,  Worthim  of  England,  1663,  voL  L  p.  554. 

*8ee,  for  example.  Chapman,  Laneathin  Cotton  Induatry*  1004,  p.  2. 

*  Cunningham,  Qrowlk  of  Bnolioh  Indtutif  and  Commoreo,  1003,  voL  iL  p.  623, 
<|iioting  J.  StoH,  British  Museum  Additional  M88.  12,406,  fol.  236. 

A  plausible  theory,  adopted  by  Baines  (p.  00)  and  subsequent  writers  (<.0., 
Cunningham,  op.  eU.,  and  Chapman,  p.  1),  connects  the  rise  of  the  Lancashire  cotton 
industry  with  the  immigration  of  Flemish  artisans  after  the  fall  of  Antwerp.  But 
positive  proof  of  the  theory  is  still  lacking. 
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such  as  groweth  in  the  land  of  Parsia  being  no  kind  of 
wool."* 

More  significant  is  a  printed  petition  to  Parliament,^ 
undated,  but  bound  up  with  other  documents  of  1620-21. 
I  have  elsewhere*  alluded  to  the  circumstances  which  in- 
spired this  petition.  A  patent  for  searching  and  sealing 
new  draperies  was  granted  in  1594,  and  this  was  transferred 
to  the  Duke  of  Lennox  after  the  accession  of  James  I.  The 
implication  of  the  petition  is  that  the  manufacture  of  cotton 
goods  was  introduced  after  the  patent  of  1594,  and  that  the 
Duke  of  Lennox  attempted  to  bring  them  with  other  new 
cloths  under  his  search  and  supervision.  It  is  probable  that, 
had  these  goods  attracted  attention  in  1594,  they  would 
have  been  included  in  the  alnagership,  and  apparently  the 
petitioners  did  not  know  of  any  English  cottons  before  that 
date.  The  petition  claims  to  have  been  written  twenty 
years  after  the  introduction  of  the  cotton  manufacture, 
and  therefore  must  have  been  presented  to  some  Parliament 
sitting  more  than  a  score  of  years  after  1594.  It  could  not, 
therefore  have  been  presented  to  the  Parliament  of  1610, 
and  hardly  as  early  as  that  of  1614.  It  is  evidently  not  of 
the  time  of  Charles,  else  King  James  would  have  been  re- 
ferred to  as  ''his  late  Majesty"  rather  than  as  "his  Majesty," 
and  the  Duke  of  Lennox,  who  died  in  1624,  would  have  been 
spoken  of  as  "the  late  duke."  It  would  seem,  ther^ore, 
that  the  petition  must  have  been  offered  in  1621  or  1624, 
and  thus  the  internal  evidence  accords  with  the  external 
indication  of  the  date,  and  1621  may  be  accepted  as  approxi- 
mately correct. 

If  the  petitioners  were  well  informed  when  they  wrote 
that   the   manufacture  was  planted   in   EIngland   "about 

>MMirio«  Pwton  to  the  Evl  of  SaUBbory,  8Ut«  Papers,  Domestio.  lix.  5. 
(The  oAlendar  assicns  the  date  1010.  The  letter  oould  not  have  been  written  later 
than  1012,  when  Saliabiiry  died.) 

>  London  Guildhall  Library,  vol.  Beta,  P«tiliofU  tmd  Fttrjiammiary  MaUtn, 
lOaO-21.  no.  10  (old  no.  25).  The  text  of  this  petition  is  appended.  (I  have 
Dkodemiaed  the  spellinf.) 

*E$^fl4Mh  Piolsnfs  of  Jlofiopoiy,  in  press.  Harvard  Eeonomios  Series,  voL  L 
p.  27  and  note,  pp.  27,  28. 
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twenty  years  past/'  we  should  conclude  that  the  cotton 
industry  b^an  there  about  the  opening  year  of  the  seven- 
teenth century.  Now,  obviously,  the  cotton  manufacturers 
and  merchants  of  1621  would  not  have  to  depend  upon 
tradition  for  their  information.  The  facts  were  stiU  in  lively 
recollection,  and,  so  far  as  we  can  see,  they  had  no  particular 
object  in  deliberately  giving  a  wrong  date.  Their  argument 
rested  on  the  easily  verifiable  fact  that  cotton  goods  had 
not  been  included  in  the  patent  of  1594,  and  that  they  were 
included  in  that  of  1613. 

This  does  not  fix  with  absolute  certainty  the  date  of  the 
making  of  the  first  piece  of  English  cotton  cloth,  but  that 
cottons  became  a  r^ular  article  of  trade  soon  after  1600 
may  be  accepted  with  reasonable  confidence. 

I  give  the  full  text  of  the  petition,  not  merely  because 
it  is  the  earliest  authentic  document  which  I  have  found 
relating  to  English  cottons,^  nor  merely  because  it  assists 
in  fixing  the  date  of  their  introduction,  but  for  the  reason 
that  it  affords  some  insight  into  the  early  conditions  of  the 
industry.  From  it,  for  instance,  we  learn  that  the  workers 
and  dealers  in  this  trade  were  not  allowed  to  pursue  their 
business  free  from  public  restraints.  It  may  be  true,  as 
has  been  suggested,  that  the  fact  that  Manchester  was  an 
unincorporated  town  helped  the  new  cotton  manufacture  by 
removing  it  from  repressive  gild  r^ulations,  but  the  petition 
shows  that  cotton  goods  shared  with  other  new  draperies 
the  hardships  involved  in  the  attempt  to  establish  a  national 
supervision  over  the  domestic  system. 

TO  THE  HONORABLE  KNIGHTS,  CITIZENS,  AND  BURGESSES 
OF  THE  OOBOIONS  HOUSE  OF  PARLIAMENT: 

THE  HT7MBLB  PBTTnON,  AS  WELL  OF  DIVSB8  MERCHANTS  AND  CTTIZENS 

OF  LONDON  THAT  USE  BUTINO  AND  8ELLINO  OF  FUSTIANS  MADE 

IN  ENGLAND,  AS  OF  THE  MAKEB8  OF  THE  SAME  FUSTIANS. 

Whereas,  by  the  statutes  of  this  reahn,  broadcloths  and  other  cloths 
made  of  wool,  and  other  kinds  of  cottons,  frizes,  and  rugs  are  to  be 
searched  and  sealed  by  his  Majesty's  alnager,  yet  in  the  36th  year  of 

'  Excepting  the  brief  notice  in  the  petition  of  1610  which  I  haye  already  oite<L 
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tof  tbiikiwlcff 
aad  fofffomre  of  20». 

or  bii  depmieB,  to  enter  aaj  bbb's  Imiil  to 

>  them  tfll  the  futieiHire  be  paid;  aadifam 
to  foffcit  lOf.  And  power  thereby  gmn  to  ^k  lofd 
cellor  of  the  Rrrhwpier,  to  maike  iiev  owfimiifge  or  gnat 
for  the  aid  of  the  doke  And  fab  offieen  in  rMWitJun  of 

The  petitiooere  do  UMiueife  (vkkii  thej 
coDsidefmtioii  of  thle  hononble  Hoose),  that 
fustimnB  niAde  of  flocfa  bomhort  or  eoiton  wool,  and 
TTtid  in  law.  there  beinf  no  wool  and  therein,  and  the  k 
sobsidj  and  costom  for  the  stuff  wheieof  there  fiBtians  are 
the  patent  a  grieranee  and  Umb  to  them  in  their  trades,  and  bj' 
thfsr  goodi,  and  exactkna  of  aiich  aa  pretend  to  be  the  (hike's 
of  great  smns  of  money  for  sealing  the  fin4 
titiooers  to  annual  rents  to  be  at  pence,  and  where  they 
they  force  the  parties  to  give  them  a 
troubled  by  warrants  from  jostioes  of  penee;  and 


tfep.. 
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the  deputy  alnager  seised  a  pack  of  fustians  of  one  George  Cornish, 
worth  60Z.,  and  forced  him  to  pay  40«.  to  the  said  deputy  before  he 
could  have  again  his  goods,  and  give  the  deputy  a  general  release. 

A  pack  of  fustians  of  Lawrence  Brinsley  seized  as  aforesaid,  and  he 
forced  to  pay  208.  6cl.  and  give  a  release. 

Robert  Stevens,  a  padc  taken  from  him,  and  he  forced  to  pay  for  the 
same  15«.  6cl.  and  give  a  release. 

John  Crow  had  7  pieces  seised,  which  cost  him  22«.  to  get  again. 

Robert  Grajre  had  a  pack  taken  from  him,  and  redeemed  by  replevin. 

John  Goffe  had  a  pack  taken  from  him,  for  ^^di  he  arrested  the 
alnager,  and  spent  IQL  and  thereby  got  his  goods  again  after  6  month* 
kept  from  him,  but  could  not  bring  him  to  trial. 

John  Brand  of  Buntingford  being  by  the  duke's  deputies  many  times 
called  before  justices  of  peaee  for  refusing  to  give  them  their  demands, 
was  by  them  lm>ught  into  the  Ezdiequer,  and  being  a  poor  man  and 
unable  to  stand  in  the  law,  was  forced  to  agree  with  them,  and  give  a 
fine  and  4s.  yearly  as  a  rent,  and  now  called  the  duke's  tenant. 

Many  others  are  compelled,  some  to  take  from  them  a  stamp  to  seal 
their  own  fustians  witiial,  and  become  their  tenants  at  a  yeariy  rent, 
for  they  never  caie  for  the  sealing  of  Uie  fustians  so  they  may  get  money. 

For  all  which  causes  the  petitioners  humbly  pray,  the  patent  may  be 
brought  and  seen  in  this  honorable  House,  and  the  petitioners  relieved, 
as  to  this  honorable  House  shall  seem  good. 

William  H.  Pbicb. 
Hartabd  Uniybbsitt. 


CHANGE  IN  MORTGAGE  TAXATION  IN  NEW  YORK 

IN  1906. 

This  year  is  notable  in  the  tax  history  of  the  State 
for  the  disappearance,  at  least  for  the  present,  of  the  tax 
on  general  property  for  State  purposes.  A  constitutional 
amendment  adopted  last  fall  removes  the  necessity  of  im- 
posing this  tax  for  meeting  payments  on  the  State  canal 
debt  in  those  years  when  the  receipts  from  other  sources 
are  adequate. 

The  recent  session  of  the  legislature  gave  a  large  share  of 
attention  to  the  subject  of  taxation.  A  tax  commission  of 
fifteen  members  was  authorised^  to  investigate  the  subject 
and  to  report  to  the  next  legislature  m  January,  1907. 
Minor  changes  were  made  in  the  taxation  of  misoellaneouft 
corporations,  reducing,  in  certain  cases,  the  tax  on  ei^ital 

ofiQoe, 
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Stock  when  the  dividends  were  below  6  per  cent.,  and  making 
still  more  complicated  the  already  absurdly  complex  system 
of  corporation  taxes  in  the  State.  A  minor  change  was  made 
in  the  incorporation  tax  in  cases  where  the  amount  of  capital 
stock  has  been  decreased  and  is  again  increased.  Thov 
has  been  a  demand  from  New  York  City  for  some  l^psla- 
tion  that  will  reach  more  of  the  personal  property  of  wealthy 
men  doing  business  in  New  York  City  and  nominally  re- 
siding outside  of  the  State.  A  law  was  passed  ^  looking  to 
this  end,  taxing  personal  property  of  non-residents,  in  some 
cases,  when  it  has  an  actual  situs  in  the  State.  It  is  not 
clear  just  how  this  changes  the  law  or  what  effect  practically 
it  will  have.  Finally,  among  the  minor  events,  the  governor 
vetoed  a  bill  to  increase  the  tax  on  the  gross  receipts  of 
racing  associations. 

By  far  the  most  important  measure  of  taxation  of  the 
session  was  the  repeal  of  the  annual  mortgage  tax  imposed 
last  year,  and  the  substitution  for  it  of  a  recording  tax  of 
the  same  amount  (^  per  cent.),  but  payable  once  only  at  the 
time  of  record.  Most  strenuous  efforts  were  made  by  parties 
in  interest  to  repeal  the  annual  tax  before  it  became  a  large 
source  of  income,  as  it  was  recognized  that  later  repeal 
would  be  impossible.  The  advocates  of  repeal  argued 
strongly  that  the  measure  had  been  a  failure  as  a  source  of 
revenue.  At  the  same  time  they  frankly  confessed  that 
thus  far  the  law  had  been  evaded  and  payment  had  been  de- 
layed by  temporary  means,  and  that  the  annual  tax,  if  con- 
tinued, would  doubtless  be  enforced  after  July  1,  1906.  In 
the  first  year  of  enforcement  the  yield  would  be  about  $3,000,- 
000,  and  would  increase  to  at  least  $10,000,000,  and  would 
continue  at  that  sum  or  more  annually.  The  measure  thus 
far  had  been  a  failure  as  a  revenue  producer  because  of  the 
postponement  of  the  payment  of  the  tax  in  the  hope  that  it 
could  be  repealed.  This  was  done  (as  was  explained  by  J.  J. 
Ronner,  register  of  New  York  County,  in  the  Record  and 
Guide,  November  25,  1905)  by  various  legal  devices,  as  by 
making  the  mortgages  payable  on  demand,  which  deferred 

1  Laws  of  IMS,  ohap.  848. 
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the  payment  of  the  tax  until  July  1,  1906,  and  by  making 
mortgages  payable  in  some  brief  time,  as  ten  days,  so  that 
only  an  amount  proportional  for  ten  days  was  actually  paid, 
and  the  remainder  was  postponed  until  July  1.  Other 
modes  doubtless  were  adopted.  For  example,  it  was  re- 
ported by  opponents  of  repeal  of  the  annual  tax  that  hun- 
dreds of  millions  of  dollars  of  corporation  mortgages  issued 
for  electric  railways  and  the  like  were  being  withheld  from 
record,  awaiting  the  repeal  of  the  tax. 

The  repeal  of  the  tax  certainly  was  favored  by  real  estate 
interests,  and  probably  by  a  number  of  large  corporation 
interests,  who  as  the  best  practicable  compromise  favored  a 
recording  tax,  while  preferring  the  entire  abolition^of  mort- 
gage taxation.  The  continuance  of  the  annual  tax  was 
favored  by  the  rural  counties  and  by  several  classes  of 
persons:  by -citizens  with  no  financial  interests  who  approved 
any  measure  aiming  to  reach  ''capital";  by  some  trustees 
of  estates  who,  under  the  old  general  property  tax,  had  paid 
25  to  50  per  cent,  of  the  total  income  of  the  estate;  by  certain 
corporate  holders  of  mortgages  exempt  from  local  taxation 
who  get  a  higher  rate  of  interest  under  the  new  law  through 
the  increase  of  the  rate,  as  explained  below;  and  by  lenders 
in  rural  counties  who  had  been  taxed  much  more  heavily 
under  the  old  general  property  tax.* 

Especially  interesting  to  students  of  shifting  and  incidence 
has  been  the  effect  of  the  annual  tax  on  the  rate  of  interest, 
as  it  was  shown  by  the  New  York  Tax  Reform  Association 
and  by  the  Allied  Real  Estate  Interests.  A  comparison  of 
the  rate  of  interest  in  neighboring  counties  of  Massachusetts 
and  New  York  and  of  Pennsylvania  and  New  York  was 
made  in  an  argument  submitted  by  Lawson  Purdy,  secretary 
of  the  New  York  Tax  Reform  Association.'  The  fact  that 
in  Massachusetts  mortgages  are  exempt,  that  in  Pennsylvania 

>See article  by  B.  Aymar  Sands,  president  of  the  Allied  Real  Estate  Interest*, 
in  the  Rseord  and  Ouide,  January  27, 1900,  where  it  is  frankly  assomed  that  nobody 
bat  trustees  paid  taxes  on  nufftgases  in  New  York  under  theold  ceneral  property 
tax  law. 

'See  pamphlet,  Martooa*  TaxaHon  a$td  InUrut  Rats§,  published  by  the  N«w 
York  Tax  Reform  Assodation,  52  William  Street,  New  York. 


Digitized  by 


Google 


616  QUARTERLY  JOURNAL  OF  ECONOMICS 

they  are  subject  to  taxation  at  the  rate  of  four  mills  per 
annum,  and  that  in  New  York  there  has  been  successively 
a  geno^  property  tax  ranging  from  1  to  3  per  cent,  according 
to  locality,  an  annual  tax  of  ^  per  cent.,  and  now  a  recording 
tax  of  i  per  cent.,  makes  the  comparison  a  very  instructive 
one.  The  conclusion  of  the  study  was  that  while  undar  the 
old  gaio^  property  law  the  tax  was  nearly  alwa3rs  evaded, 
the  liability  to  taxation  increased  the  rate  of  interest  by  a 
mill  and  a  half  in  some  counties  and  as  much  as  three  to 
four  mills  in  other  counties.  The  annual  mortgage  tax  law 
increased  the  rate  of  interest  sevo^  mills  more,  and,  it  was 
claimed,  the  total  increase  over  what  the  rate  would  be  for 
mortgages  exempt  from  taxation  is  slightly  more  than  the 
amount  of  the  tax. 

The  first  bill  passed  by  the  legislature  was  vetoed  by  the 
governor,  who  in  his  message  pointed  out  a  number  of 
defects  in  details,  and  left  the  impressioa  that  he  would 
sign  the  bill  when  it  was  properly  amended.  An  amended 
bill  meeting  his  objections  became  a  law,^  and  goes  into 
effect  July  1  of  this  year.  It  is  expected  to  jrield  about 
$3,000,000  annually,  which,  as  under  the  law  just  repealed^ 
is  divided  equally  between  the  State  and  the  minor  local 
divisions.  The  recording  tax  will  apply  only  to  new  mort- 
gages recorded  after  July  1, 1906,  and  all  mortgages  recorded 
before  that  time  will  be  liable  to  taxation  under  the  old 
general  property  tax.  But  no  considerable  attempt  thus  to 
enforce  it  against  old  mortgages  may  be  expected. 

The  legislation  of  the  past  two  years  takes  two  important 
steps  towards  the  l^al  exemption  of  mortgages  from  taxation* 
The  annual  tax  was  one  step,  which,  however,  practically 
resulted  in  heavier  taxation  in  the  case  of  most  mortgages. 
The  recording  tax  is  qualitatively  as  bad  as  the  annual  tax, 
but  imposes  a  very  much  lighter  burden.  The  logical  out- 
come of  complete  exemption  of  the  mere  paper  evidences  of 
a  claim  on  income  may  be  expectedi  but  not  until  public 
opinion  has  progressed  very  much  further  in  the  direction 
in  which  it  has  been  moving  of  recent  years. 

Frank  A.  Fetter* 

1  Iaws  of  1906,  ehH>.  ft82. 
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TAXATION  OF  RAILROAD  AND  CANAL  PROPERTY 
IN  NEW  JERSEY.* 

Chapter  82  of  the  Session  Laws  of  1906,  passed  by  the 
legislature  of  New  Jersey,  is  intended  to  alter  radically  the 
rate  of  taxation  of  railroads  and  canals  in  that  State.  Prior 
to  the  enactment  of  this  act  the  tax  rate  upon  the  greater 
part  of  such  property  was  by  law  limited  to  one-half  of  1 
per  cent,  upon  the  dollar  of  valuation.  Hereafter  the  greater 
part  of  all  railroad  and  canal  property  is  to  be  taxed  at  the 
"average  rate  of  taxation"  imposed  upon  general  property. 
In  order  to  understand  the  change  contemplated  by  the  act 
in  question,  several  other  matters  require  preliminary  ex- 
planation. These  are,  in  order,  the  historical  reason  for 
the  previous  limitation  of  the  rate  of  railroad  taxation,  the 
system  of  raihroad  and  general  taxation  in  the  State,  and 
the  reasons  for  the  changes  sought  by  the  act  under  review. 

The  previous  limitation  of  the  tax  rate  upon  the  greater 
part  of  railroad  and  canal  property  to  one-half  of  1  per  cent, 
of  theur  "true  value"  dates  from  the  act  of  April  10,  1884. 
The  explanation  of  this  limitation  in  the  rate  is  that  New 
Jersey,  in  common  with  other  oonmionwealths,  encouraged 
the  formation  of  transportation  corporations  at  their  in- 
ception by  exempting  them  from  taxation  or  by  mitigating 
the  tax  burden'  which  would  have  fallen  upon  them  under 
the  general  tax  laws.  This  policy  in  New  Jersey  goes  back 
as  far  as  1830.  In  some  cases  special  charters  were  granted, 
containing  such  abatements  or  exemptions.  Some  cor- 
porations declare  that  these  charters  are  perpetual  and  ir- 
repealable,  doubtless  basing  their  contention  in  part  upon 
the  Dartmouth  College  decision.  The  act  of  April  10, 1884, 
was  framed  somewhat  after  the  model  of  the  act  of  April 
2, 1873,  and  continued  the  Hmitation  in  the  rate  of  taxation 

1  In  the  pnpMfttion  of  this  note  I  have  been  aided  by  Hon.  H.  D.  Thompeon, 
ol  the  GenenU  AeMoibly  firom  llereer  Coqnty,  to  whem  I  itUk  to  Mknowl* 
>  wy  oNigition. 

*Blaek,  N^m  Jtnn  Law  of  TtunHom,  3d  ed.,  pp.  70.  80. 
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cpctt  nOroftd  ami  tmmai  fmyetu  STwcdhr  wb  t 

partMSMz^  nmtJik.  ben  h  vw  !=?keli  b^  tke  Cant  of  &»s 
atts  A^fcak.  tke  cocn  of  last  mart  m  tke  State.' 

T^  an  of  l^i^  <rea«nl  a  State  Boaid  of  JaKaaots.  l%s 
board  waft  i«q-=?«d  to  mmem  tbe  pr^pcrtr  of  nzhawls  sad 
caaaiL  For  porpoaea  of  mmemsatmi  tbe  fmiettt  of  sack 
ciccLpaaaa  va^  aad  cociisaet  to  be.  K^rkfei  saio  kor  danes: 
{1.  aziasa  stec^  or  vrnter-war:  2-  otber  real  cstase:  .3) 
taskcibde  penc-oal  prc^perrr:  <-4  frtiaribitri.  TW  "^saaca 
stfc~  of  a  nL2ro*d  »  defined  as  coTvriag  tbe  road-bed  Krt 
exceihi:^  ewe  ^.^Zkind  ieet  ia  «>itSL.  iacladi]^  rub.  deepers, 
MSti  pMBBtL^j  «tatk-itt.*  la  the  case  of  caaak  tbe  "vaser- 
var"  i!>?>j>f!§  the  tovias-paih  aifed  bermefaaak.  **Otber 
n:&j«naie^  iz^ir^ies  rotai-bed  aozaelT. niad<bed otber  tbaa 
ciaifi  ne^  .  vater-vmTs.  muioire,  tracks  vadiik^^.  boiki* 
in£S.  vaier-taiJci,  vmter-vorka.  nparian  i^tK,  docks, 
vt^arrvd,  ax>i  poM^  Taacbk  perwmal  pivipertT  iiK>jdes 
rr'.r.rig  «ir-^k.  caaal  aai  lefry  boats,  toc^  aifed  machinerr 
Decie354iy  i^>€  a&d  osed  in  State  cooimeffte.  Franrhwfs 
ii.r>^ie  iaiaitr'"ie  Ta>jes,  aod  are  estimated  by  tbe  State 
Bciftrd  '^f  Aawsdcrs  pres^mLabhr  at  60  per  eenl.  of  the  excess, 
if  aay.  of  ibe  rahke  of  the  secoritieff  {bonds  and  stocks) 
OTYT  ibe  aag^eagtfd  ra^je  of  mam  sttml  other  real  estate,  and 
tairlr-ie  pej^TLxiij*  S^^eks  aihd  boods  are,  bj  law,  prac- 
tcfAlT  ex«E.pi.  Wzib  the  exciepti<Mi  of  *^ other  real  estate" 
co=irLMjT  5p>ken  of  as  "propertr  of  the  aeottd  daaa," 
i&e  tax  laie  on  the  d^]JMT  of  araessed  value  as  determined 
bv  ibe  Slate  Board  of  Assesaors  vas  by  the  act  of  ISM  fixed 
and  Enu;<^d  at  one-half  of  1  per  cent.    The  reTeane  ao  rused 
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went  into  the  State  treasury  for  State  expenses.  On  prop- 
erty of  the  second  class — ^namely,  "other  real  estate" — 
tiiere  was  also  levied  a  State  tax  of  one-half  of  1  per  cent. 
But  in  addition  this  property  of  the  second  class  was  liable 
to  a  tax  for  local  purposes  not  to  exceed  1  per  cent,  upon  the 
dollar  of  valuation  as  determined  by  the  State  Board  of 
Assessors.  Beginning  in  1897,  the  entire  tax  derived  from 
property  of  the  second  class  was  paid  over  to  the  various 
taxing  districts  traversed  by  a  raih*oad  or  canal,  each  dis- 
trict receiving  the  tax  raised  on  the  State  Board  of  Assessors' 
valuation  of  that  segment  of  railroad  or  canal  located  within 
the  local  taxing  district  concerned.  In  1905  property  of 
ihe  second  class  was  subjected  to  taxation  at  the  prevailing 
tax  rate  in  the  local  taxing  district.  The  assessment  of  this 
class  of  property  (real  estate  other  than  main  stem)  con- 
tinued to  be  made  by  the  State  Board;  but  the  previous 
maximum  limit  on  the  local  tax  rate  (1  per  cent.)  was  done 
away  with.  The  Maximum  Tax  Rate  Act  of  1905  provides, 
however,  that  the  local  rates  shall  not  exceed  1.7  per  cent, 
phis  the  school  tax  rate  in  cities  over  50,000  inhabitants, 
and  shall  not  exceed  1.5  per  cent,  plus  the  school  tax  rate 
in  the  other  taxing  districts.^  No  other  tax  on  said  second- 
class  property  is  levied. 

Since  1884  there  has  been  practically  no  direct  State  tax 
in  New  Jersey.  It  is  true  that  there  is  levied  a  so-called 
State  school  tax  upon  general  property  as  assessed  by  local 
assessors.  But  nine-tenths  of  the  amount  collected  under 
this  tax  in  each  county  is  returned  to  the  county,  the 
remainder  being  distributed  by  the  State,  with  some  dis- 
cretionary power,  to  those  sections  requiring  additional  funds 
for  schools.  This  sUght  exception  does  not  invahdate  the 
general  proposition  that  there  has  been  no  direct  tax  for 
general  State  purposes  for  over  twenty  years.  The  revenues 
from  corporations,  including  the  annual  tax  and  charter 

*  By  an  Mt  pawed  at  the  recent  aetaion  (1906)  these  nuudmam  rates  are  re- 
pealed and  other  maxima  are  preseribed  on  a  ilidinc  scale,  the  aim  beinc  to  es- 
tablish eventually  a  low  tax  rate,  in  the  hope  that  the  need  of  rtveniis  may  eompel 
essesifiri  to  undertake  the  listing  and  taxing  of  personalty  that  now  < 
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feeSf  together  with  the  collateral  inheritance  tax,  provide 
for  the  greater  part  of  State  expenses.  Hie  idiosyncrases 
of  assessment  in  the  different  counties  do  not,  tiierefore, 
occasion  any  great  unfairness  so  far  as  the  taxation  of  general 
prop^ty  is  concerned.  If  Hunterdon  County  assesses  prop- 
erty at  80  per  cent,  of  its  true  value,  and  Cape  May  County 
at  48  per  cent.,  no  great  injustice  is  done  as  long  as  both 
counties  raise  only  the  revenue  required  for  local  needs. 

In  1904,  however,  complaint  had  grown  acute  with  respect 
to  what  was  claimed  to  be  the  unfair  privilege  enjoyed  by 
railroads  in  the  matter  of  taxation.  It  was  argued  that  the 
average  rate  of  taxation  on  general  property  in  the  State 
was  about  $22  per  $1,000  of  valuation,  while  railroads  and 
canals  paid  at  the  rate  of  $6.80  per  $1,000  of  valuation.' 
Certain  localities,  like  Jersey  Qty,  were  especially  aggrieved, 
alleging  that  extensive  terminals  within  their  Emits  were 
taxed  at  a  much  lower  rate  tiian  surrounding  real  estate. 
The  transportation  interests  replied  that  the  disparity  in 
tax  rates  was  nuNne  apparent  tiian  real,  owing  to  the  more 
complete  disclosure  of  their  property  and  its  more  rigorous 
assessment  by  the  State  Board  tiian  was  customary  in  the 
case  of  local  assessors.  It  was  the  old  case  of  Pot  vemis 
Kettle.  ESach  was  able  to  show  the  undoubted  delinquencies 
of  the  other.  Hie  issue  of  "equal  taxation"  was  shown, 
however,  to  have  great  popular  strength  behind  it,  and  the 
present  law  aims  at  the  assimilation  of  railroad  property  to 
other  property,  so  far  as  the  rate  of  taxation  is  concerned. 

Hie  act  of  April  5,  1906,  is  a  supplement  to  the  act  of 
March  27,  1888,  which,  in  turn,  was  a  revision  of  ibe  original 
act  of  April  10, 1884,  for  the  taxation  of  railroad  and  canal 
property.  Hie  act  of  tiiis  year  continues  the  assessment 
of  the  main  stem,  tangible  personalty,  and  franchise  by 
the  State  Board  of  Assessors.  The  assessment  of  railroad 
property  of  tiie  second  class  (real  estate  other  than  main 
stem)  is  hereafter  to  be  made  by  local  assessors.  The  local 
assessors  in  every  taxing  district  of  the  State  are  now  re- 
quired on  or  hdon  October  1  of  eaeh  year  to  forward  to 

>  N0m  /«rMy  Tax  Cmmimitm  oi  1Q04-0S,  iUpmrtt  mmd  Btm^  pp.  106.  lOS. 
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the  State  Board  of  Assessors  a  certified  statement  of  the 
total  valuation  of  property  assessed  by  them,  each  in  his 
own  taxing  district,  and  also  the  rate  of  taxation  in  said 
district.  The  aggregate  value  of  aU  property  thus  returned 
shall  be  deemed  "  the  aggregate  value  of  the  general  property 
in  the  State."  The  law  also  requires  that  the  tax  rate  in 
each  district  shall  be  multiplied  into  the  total  property 
assessed  therein,  and  the  several  products  thus  obtained 
shall  be  added,  and  the  aggregate  so  ascertained  shall  be 
deemed  "  the  aggregate  taxes  of  the  State."  The  *'  aggregate 
taxes  of  the  State"  thus  defined  shall  be  divided  by  "the 
aggregate  value  of  the  general  im>perty  in  the  State,"  and 
the  quotient  is  to  constitute  the  "average  rate  of  taxation" 
for  the  year.  At  this  rate  the  State  Board  of  Assessors 
are  required  to  compute  the  tax  on  main  stem,  tangible 
personalty,  and  franchise.  The  tax  on  these  elements  of 
railroad  and  canal  property  continues  to  go  in  the  first 
instance  into  the  State  treasury,  while  the  entire  taxes  raised 
on  railroad  property  of  the  second  class  (real  estate  other 
than  main  stem)  continue  to  go  to  defray  local  expenditure. 
By  a  separate  act,  approved  April  20, 1906,  taxes  on  classes 
I.,  III.,  and  IV.  (rf  railroad  and  canal  property  in  excess 
of  one-half  of  1  per  cent,  on  the  valuation  thereof  are  "de- 
voted to  the  maintenance  and  support  of  an  efficient  system 
of  free  public  schools,  and  shaU  be  apportioned  annually 
.  .  .  among  the  several  counties  of  the  State  ...  in  propor- 
tion to  the  amount  of  taxable  real  and  personal  estate  of 
said  counties.  .  ." 

The  probable  results  of  the  act  cannot  be  very  acciurately 
forecast.  The  transportation  interests  will  probably  assail 
its  constitutionality,  although  the  decision  in  the  case  of 
Central  Railroad  Co.  v.  State  Board  of  AesesaorSy  19  Vroom, 
p.  146,  would  seem  to  indicate  that  it  wiD  stand  the  judicial 
test.  The  railroads  are  said  to  be  urging  local  assessors  to 
make  a  higher  valuation  of  general  property  to  local  tax 
districts,  inasmuch  as  this  will  reduce  "the  average  rate  of 
taxation,"  and  the  railroad  taxes  in  consequence.  In  case 
the  law  stands,  it  ought  largely  to  augment  the  receipts  of 
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the  Suie  tzcaBonr.  bat  just  to  what  degree  experiment 
alone  cma  determine. 

Appended  is  a  snmmariaed  taUe  taken  from  page  746 
of  Fwt  L  of  the  Annual  Report  of  the  State  Board  of  As- 
;  for  1»5>- 


of  nilroadi  mad  casak,  exeepting 
ppopertj  of  the  aeeood  dan  aad  tangible  penon- 
ahy,  bal  iadnifii^  Taloatios  of  fraadEiin  not 

$162,719,300.00 

of  tangible  pefaonahy  nfinnwaiy 
lorawl  wed  iB  State  xiio(intefatate)eoiiiiiieroe    .       27,478,943.00 

Total  ■inmil  1i  lor  State  hms 190,196,243.00 

jMnana  TananoB  oi     aeeowi-^nai     peopeny  ^nene- 
altcr  to  be  Mieiad  by  local  nftriah  aad  not  by 

State  Boanl  of  AflMBon) 46,522,328.00 

Aggngftte  Mieiad  Taloatios 236,720,571.00 

Tn  lor  State  IMS 950,99L21 

Tkx  lor  IMS  of  tan^  dfatneta 1,136,26L29 

Total  taxes  Mnind  yfar  1905) 2,087,252.50 

WiNTHROP  M.  Daniels. 


SEUGMAN'S  PRINCIPLES  OF  ECONOMICS.* 

ProfesBor  Sdigman's  ycJume  is  designed  to  be  a  text-book, 
and  is  to  be  judged  mainly  as  such.  No  doubt  the  prepa- 
ration eroi  6i  the  diortest  text-book  gives  abundant 
room  for  the  exercise  di  the  critical  and  constructive  faculty. 
In  the  {H^esent  confused  state  €A  economic  theory  th»« 
is  no  possibility  <rf  confining  one's  sdf  to  the  ma«  exposition 
of  accepted  principles.  None  the  less  the  main  thing  is 
to  state  clearly  and  simply  those  jHinciples — after  all«  not  a 
few— on  which  economists  are  agreed,  and  to  point  the  way 
to  furtho'  study  for  those  who  are  so  minded. 

From  this  point  of  view  the  question  that  presents  itself 
at  the  outset  in  considoing  Prctfessor  Sdigman's  book  b  the 
ordtf  in  which  the  topics  are  presented.    Th»«  is  a  first* 

1  Frimeiftm  •/  Enm^mif,  w%A  SpteM  Rthrmtm  f  Amtricmn  Cmrfahiwi.  By 
Edvm  R.  A.  Sd^iBMB.  UtVkkmr  Pnimmot  of  Folhkttl  Eeonomy,  Oolombia  Uai- 
ymntj.     N«v  York:  Inncnwm,  Green  a  Go.     1905. 
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part,  on  fundamental  concepts  and  questions  of  law  and 
method;  then  a  second  part,  on  the  foundations  of  economic 
life  (natural  environment,  population),  the  development 
of  economic  life  and  thoiight,  and  the  conditions  of  economic 
life  (property,  competition,  slavery);  and,  finally,  a  third 
part,  treating  value,  production,  exchange,  distribution, 
money,  international  trade,  and  the  other  subjects  that 
make  up  the  kernel  of  economics.  I  speak  of  this  third 
part  as  final,  for  a  fourth  part,  headed  "Oonclusion,"  is 
brief,  containing  but  two  chapters,  on  government  and  busi- 
ness (socialism,  public  ownership,  and  the  like)  and  on 
riches  and  poverty.  Finance  and  taxation  are  not  treated 
at  all, — a  limitation  in  scope  which,  in  view  of  the  apportion- 
ment of  space  to  the  other  subjects,  must  be  held  wise. 

This  is  the  order  commonly  found  in  recent  text-books, 
which  therein  foUow  the  German  model.  My  own  judgment 
has  long  been  that  it  is  a  bad  order, — at  least,  in  a  book 
designed  for  beginners.  When  an  author  addresses  those 
already  conversant  with  the  subject,  it  does  not  greatly  mat- 
ter at  what  place  he  delivers  himself  on  questions  of  law  and 
method,  of  private  property  and  competition.  The  trained 
student  will  see  the  bearing  of  it  all.  I  am  inclined  to  be- 
lieve, indeed,  that  even  in  a  book  for  such  readers  opinions 
on  scope  and  method  are  better  understood  after,  not  before, 
the  writer  has  set  forth  the  specific  economic  laws  in  which 
he  has  faith.  But  in  a  text-book  all  this  preliminary  fencing 
can  signify  nothing  to  the  persons  for  whom  it  is  intended. 
Your  beginning  student  has  not  the  remotest  idea  what  an 
economic  law  is;  and  the  only  way  to  teach  it  to  him  is 
by  concrete  example, — ^by  getting  into  his  head  the  principles 
of  value,  price,  rent,  interest,  wages,  and  what  not.  When 
once  he  has  grasped  these,  it  will  be  worth  while  to  generalise, 
to  point  out  what  is  the  nature  of  the  conclusions  reached, 
and  in  what  sense  they  are  "laws."  Until  he  has  grasped 
them,  aU  discussion  about  economic  law  is  meaningless. 
The  same  holds  good  of  economic  method.  What  can 
the  beginner  conceive  as  to  inductive  and  deductive  methods, 
or  why  ''each  method, when  pushed  to  an  extreme,  is  either 
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dftogerous  or  barren  "  7  (p.  28).  Hare,  again,  it  may  be  worth 
while,  after  the  student  has  worked  hia  way  to  some  con- 
clusions, to  point  out  how  they  have  been  reached,  and  what 
sort  of  evidence  exists  for  substantiating  them.  But  to 
ccmsider  economic  method  in  advance  is  futile.  So  it  is  as 
to  the  relation  of  economics  to  oth^  sciences:  until  one 
knows  something  of  the  subject-matter  of  economics  itself, 
how  is  it  posttble  to  form  a  notion  of  its  relation  to  other 
sciences?  In  the  section  on  this  last  topic  Professor  Selig- 
man  remarks,  for  example,  that  **  value  can  have  no  existence 
apart  from  the  mental  conditions  of  man.  The  whole  con- 
ception of  dttnand  is  essentially  psychological"  (p.  29). 
What  can  this  signify  to  the  youth  or  maiden  who  has  yet 
to  learn  the  first  elements  .of  the  meaning  of  value  and 
demand  in  economics?  I  aispect  thi^  most  teachers  of 
economics  have  f oimd  it  best  to  skip  the  whole  or  nearly  the 
whole  of  such  introd)lifory  matter  as  is  contained  in  Pro- 
fessor Seligman'ssmt  pM,  and  to  proceed  at  once  to  some- 
thingjttore  readilj^^prasped  by  their  pupils. 
*"  "b«nething  <d  tw  same  sort  is  to  be  mid  of  the  second  part, 
in  which  are  trcMed  such  subjects  as  population,  economic 
history,  the  gh^h  of  economic  thought,  private  property. 
Opinions  douliMsss  would  diffor  here,  yet  my  judgment  is 
that  most  ca^Sbe  postponed  with  profit.  Consider  such  a 
subject  as  tharhistory  of  econcnnic  thought, — classical  an- 
tiquity, the  nsrcantilists,  the  British  school,  modem  eco- 
nomics. I  doubt  whether  the  elementary  student  can  get, 
under  any  circumstances,  much  notion  of  what  all  this 
means, — hardly  more  than  a  string  of  names  and  a  dMe  or 
two.  The  situation  is  substantially  the  same  as  to  private 
property  and  the  theories  thereon.  Here  we  find  Professor 
Seligman,  for  example,  arguing  as  to  the  labor  theory  ot 
property,  the  influence  of  labor  and  of  demand,  the  rriation 
of  great  fortunes  and  inheritance  taxes  to  enterprise  and 
accimiulation  (pp.  133,  138), — ^reasoning  which  can  be  in- 
telligible only  to  one  who  has  already  been  taught  some- 
thing of  the  relation  of  labor  and  utility  to  value,  and  of 
private  accumulation  to  social  capital. 
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The  case  is  more  doubtful  as  to  other  topics  taken  up  in 
the  second  part,  especially  population  and  economic  history. 
Following  the  example  of  Professor  Adolf  Wagner,  Professor 
Seligman  discusses  the  theory  of  population  in  his  early 
foundation-laying  chapters.  No  doubt  this  subject  can  be 
made  interesting  and  in  some  respects  comprehensible  to 
the  beginner;  but  can  its  significance  be  made  clear? 
Professor  Seligman  discusses  three  conclusions  that  might  be 
drawn  from  the  Malthusian  doctrine,  as  to  socialism,  wages, 
and  economic  progress  (p.  61).  Once  again  the  question 
arises  whether  the  student  at  this  early  stage,  before  a  word 
has  been  said  as  to  production,  distribution,  the  causes  of 
progress,  and  the  obstacles  to  it,  can  follow  the  reasoning. 
I  speak  not  now  of  the  discussion  itself,  which  seems  to  me 
open  to  some  criticism,  but  only  of  the  place  which  is  given 
it  in  the  unfolding  of  the  subject. 

As  to  economic  history,  probably  there  would  be  many  to 
approve  its  presentation  in  the  earlier  chapters,  like  those 
on  the  economic  stages,  the  historical  forms  of  enterprise, 
the  economic  development  of  the  United  States.  The  in- 
terest and  importance  of  these  topics  are  not  to  be  denied ; 
yet  to  what  extent  can  they  find  a  place  in  a  text-book,  and 
what  place?  Take  the  economic  stages.  Is  it  worth  while 
to  eniunerate  the  stages  of  primitive  technique,  and  to  in- 
form the  student  that  the  archaeologists  are  now  doubtful 
whether  the  bronze  age  preceded  the  iron  age,  or  succeeded, 
or  was  contemporaneous  with  it  (p.  70)?  In  connection 
with  the  analysis  of  capital,  historic  illustration  of  the  growth 
of  tool-using  might  be  helpful.  But  is  it  worth  while 
to  tell  the  beginner  that  "  it  is  erroneous  to  assiune  that  the 
hunter  was  necessarily  succeeded  by  the  herdsman,"  and  "  in 
the  same  way  it  is  erroneous  to  think  that  the  herdsman 
was  everywhere  succeeded  by  the  farmer  "  (p.  72)  ?  Or  shall 
we  bring  to  his  attention  "the  original  monopoly  of  sexual 
relations,"  "the  ensuing  promiscuous  methods,"  "the  uterine 
clan,''  "the  origin  of  totem  worship,  still  shrouded  in 
mystery"  (pp.  86,86)? 

No  one  doubts  the  interest  and  significance  of  economic 
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h:i<c.:rx.  Yet  ftaj  adequate  treatment  of  economic  hisloiy 
»  euxeBadiT  <i::fLreh  to  fit  into  the  MMtaiywB  of  the  indiistnal 
•Q<icrT  a  whiA  «e  fire  and  vhidi  diieflj  interests  our 
icif icBfis.  For  tiuB  ifaaon  it  is  better,  in  mj  own  jodgment, 
lo  tAke  it  ^p  as  a  aepaiate  stndr  and  with  a  acparate  bode 
or  set  of  boofa^  cither  pmri  pmatm  with  the  stud j  of  those 
-i^xtnaet  whxk  we  try  to  develop  as  to  contemporary  so- 
.  or  after  foch  atodj,  but  hardly  before  it.  This  is  not 
wish  the  nae,  in  a  text-book  fike  this,  in  direct 
c^caectxa  with  the  slatemmt  of  primiptay  of  spedfie 
fUrastratiLQs  from  ecoaomir  experience;  tho  the  difficoky 
c£  f-ai^ag  afx  Ll^strations  and  the  afanost  inevitable  resort 
to  hypothetical  caaer  are  famiKar  to  cieij  teacher.  Even 
the  eci3ttoc3ic  hflioty  of  the  United  States,  the  most  leeent 
aai  the  Doat  sbodem  body  of  emnnmic  eipeiifnce,  is  not 
eifiLT  broQghfi  icuo  dose  logical  connection  with  our  eco- 
&:cl5c  theory.  The  chapters  on  it  in  oar  text-books  hang  in 
:be  air.  qdze  apart  from  the  rest  of  the  matter;  and  this 
B  cq*j^y  trxK  of  PmofesBor  SeSgman's  diapter.  He  tries, 
orrieed.  zo  cvcnect  theeeonooucdmfopment  of  this  country, 
if  d:<  wT:h  general  principles,  at  ten  with  his  theories  of  the 
general  evc^it  >?ii  of  socsety.  **  The  fAmcB^an]  communities 
wiic^  had  kf^  the  frontier  stage  beBsIa  ^^em  derdoped 
fr:ci  :be  faculy  S3rstem  of  indiist)i%idlmoog|^  the  he^,  into 
the  bAEcixTaf:  and  domestic  system"  (p.  lOOV  But  this 
arrl:c:&:ioa  o^  a  d- <:btful  gpnenB ration  in  economic  history 
to  :be  interpretation  of  oar  country's  derdopment  seems  to 
n,e  p'^ireiy  fanciful :  the  econociic  hbtory  of  the  United  States 
i^  diverted  when  it  is  forced  into  such  a  fonnula.  So  the 
>:v::h  5s  s^iki  to  hav^ heaped  up  its  weahh  j^/^he  transition 
fcnrjs  fr?cn  an  isolate^  to  a  trade  econ«iy  resting  on 
sIa  very  "  p.  1*  >2  .  again  suggesting  analogies  of  very  doubt- 
^J:I  actriracY.  C»n  the  c<her  hand,  the  charts  on  the  produc- 
tivDof  com.  wheat,  and  oats,  on  capital  invested  in  manu- 
factures, average  earnings  of  workmen,  and  the  Bke,  which 
are  arpen-Jed  to  this  chapter  on  the  economic  history  of 
the  United  States. seem  tome  to  have  the  effect  of  mere 
pictures:  they  stand  in  no  clear  idation  to  anything  said  in 
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the  text  about  economic  development,  still  less  in  any  rela- 
tion to  the  general  body  of  economic  principles. 

We  come  now  to  the  third  part  in  Professor  Seligman's 
book, — ^the  exposition  of  value,  exchange,  distribution, 
money,  and  the  like.  The  chapters  on  these  subjects 
contain,  after  all,  the  gist  of  what  the  economist  has  to  say 
in  a  book  like  this.  Here  the  interest  is  not  so  much  in 
arrangement  or  selection  as  in  the  substantive  conclu- 
sions. Unfortunately,  we  differ  very  much  on  some  of  the 
most  important  of  these  conclusions.  I  say  unfortunately, 
for  the  differences  are  highly  inconvenient  to  those  of 
us  who  have  to  teach;  tho  doubtless  they  are  in  reality 
healthful,  and  will  lead  in  the  end  to  a  better  adjustment  of 
our  fdundations.  Professor  Seligman  is,  in  general,  eclectic. 
Qe  sAoiDS  the  results  of  omnivorous  reading,  and  tries  to 
^^ff^BrJlm  weight  to  the  reasoning  of  all  sorts  of  diverging 
x'^^inkers.  On  the  crucial  questions  of  distribution,  however, 
{ Jt^e  follows  the  lead  of  his  coUeague,  Professor  J.  B.  Gark. 
To  express  an  opinion  on  this  part  of  his  book  is,  therefore, 
to  express  it  on  that  scholar's  contributions  to  economic 
theory. 

Professor  Seligman  is  more  than  appreciative  of  the  debt 
he  owes  to  his  colleague,  to  whom  he  gives  praise  such  as  it 
is  hazardous  to  accord  to  one  still  among  us.  In  the  in- 
troductory list  of  treatises  Professor  Clark's  Distribution  of 
Wealth  is  described  as  ''of  fundamental  and  epoch-making 
importance"  (p.  19), — a  note  of  praise  not  sounded  for  any 
other  living  economist.  I  can  only  record  regretfully  my 
dissent  from  such  unique  praise,  and  my  dissent  from  an 
exposition  of  economic  principles  which  follows  so  largely 
Professor  Clark's  lead.  Those  who  accede  to  the  Clarkian 
reasoning  and  conclusions  will,  of  course,  welcome  their 
incorporation  into  a  volume  for  students.  Those  who,  like 
myself,  think  much  of  that  reasoning  inconclusive  and  many 
of  the  theorems  untenable,  will  be  loth  to  teach  them.  I 
cannot,  for  example,  find  it  a  helpful  way  of  explaining  dis- 
tribution to  describe  all  incomes  as  surplus.  As  Professor 
Seligman  puts  the  doctrine  (p.  374),  ''The  rent  of  a  boat  is  a 
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surplus  over  that  of  a  no-rent  boat ;  the  wages  of  a  laborer 
is  [sic]  a  surplus  over  that  of  the  convict  or  no-wage  lab(»er; 
the  interest  of  capital  is  a  surplus  over  the  capital  so  invested 
as  to  earn  no  interest."  No  doubt  there  always  is  some 
fraction  of  capital  which  is  nearly  worn  out,  and  which 
eontinues  to  be  used,  through  lack  of  intelligence  or  ent^- 
prise,even  tho  it  no  longer  yields  a  return.  But  I  have 
never  been  able  to  see  that  it  sets  the  pace,  so  to  speak, — 
that  it  settles  the  remuneration  for  all  capital  And  it 
has  always  seemed  to  me  even  less  in  accord  with  the  facts 
to  speak  of  "the  convict  or  no-wage  laborer"  (Professor 
Clark  mentioned  lunatics:  his  coUeague  does  not  go  so 
far)  as  setting  a  standard  by  which  all  other  wages  are 
measured  and  determined.  Again,  in  this  voliune,  as  in 
Professor  Clark's  writings,  rent  and  interest  are  treated  as 
two  phases  of  the  same  phenomenon:  "interest  is  commuted 
rent"  (p.  392).  There  are,  however,  remarks  which  indicate 
that  Professor  Seligman  is  not  willing  to  go  the  full  length 
on  this  last  topic,  and  would  admit  that  there  is  some  differ- 
ence of  moment  between  rent  and  interest.  Speaking  of  the 
single  tax,  he  maintains  that  there  is  unearned  increment 
not  only  from  land,  but  elsewhere  as  weU,  mentioning  in- 
vestments "in  the  shares  of  a  street  railway,  a  newspaper, 
or  a  bank"  (p.  390),  whose  value  may  be  enhanced  by  the 
growth  of  population.  (Observe,  by  the  way,  that  one  of 
these  cases — ^the  street  railway — ^is  precisely  such  as  the 
consistent  single-taxer  would  select  for  applying  his  prin- 
ciple; while  the  other  two — ^newspapers  and  banks — ^happen 
to  illustrate  conspicuously  the  importance  of  good  will.) 
He  adds:  "It  may,  nevertheless,  be  conceded  that  there  is  a 
difference  to  this  extent,  that  ultimately  the  ownership  of  the 
capital  controls  its  management  and  conditions  its  most 
effective  utilization," — a  difference  which  justifies  "a  some- 
what higher  rate  of  taxation  on  land."  This  implies  that, 
after  all,  rent  and  interest  do  not  represent  merely  two  waj's 
of  looking  at  the  same  thing,  but  are  phenomena  between 
which  there  are  fundamental  differences. 

Whatever  be  one's  opinions  on  these  crucial  questions, 
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the  beginner  in  economics  will  find  great  difficulty  in  follow- 
ing this  exposition  of  the  Clarkian  doctrines.  I  find  great 
difficulty  in  following  these  doctrines  myself,  and  suspect 
that  many  brother  economists  are  in  the  same  case.  The 
explanation  is  that,  whether  at  bottom  sound  or  not,  they 
have  not  been  sufficiently  sifted  and  worked  out.  Professor 
Seligman's  style  in  general  is  direct  and  positive:  it  has  the 
great  merit  of  absolute  lack  of  affectation.  But  even  the 
student  who  is  well  trained  and  diligent  must  have  great 
difficulty  in  following  his  discussion  of  distribution  and  value. 
Sometimes  this  is  due,  I  cannot  but  believe,  to  the  fact  that 
the  thought  itself  is  not  clear  and  consistent.  Take,  for 
example,  the  passages  on  ''individual  and  social  cost"  and 
"  marginal  social  cost "  (pp.  192, 198).  "  Although  the  street 
sweeper  may  work  the  harder,  the  sacrifice  or  cost  to  society 
is  less  than  in  the  case  of  a  factory  hand.  The  latter  saves 
society  more  effort"  (p.  193).  Now  this  is  a  conception 
of  cost  and  sacrifice  entirely  different  from  the  usual  one, 
and  it  has  nothing  to  do  with  the  familiar  and  important 
problem  whether  reward  is  in  proportion  to  sacrifice.  Its 
only  bearing  is  on  the  utility  of  a  given  sort  of  work,  which 
might  possibly  be  measured  in  some  such  way;  tho  even 
from  this  point  of  view  I  see  no  conclusion  to  be  drawn 
from  the  notion,  and  no  application  to  the  explanation  of 
exchange  and  value.  Much  is  said  also  as  to  the  distinction 
between  individual  and  social  utility.  The  gist  of  this 
matter  is  very  simple.  In  a  large  and  complicated  society 
the  demands  of  a  great  many  persons  of  different  tastes  and 
different  purchasing  power  affect  the  price  at  which  an  article 
will  be  disposed  of.  This,  and  nothing  more,  is  meant 
when  it  is  said  that  "society"  demands  a  thing,  or  "society" 
sets  the  price  at  which  a  thing  will  be  sold.  I  have  never 
been  able  to  see  that  Professor  Clark's  elaborated  theories  do 
more  than  set  forth  this  familiar  fact.  I  have  the  same  feel- 
ing— it  may  be  due  to  dulness  on  my  part — ^in  r^ard  to  Pro- 
fessor Clark's  distinction  between  the  utility  of  a  commodity 
as  a  whole  and  the  different  constituent  utilities  of  the 
commodity.    All  readers  of  Professor  Clark  will  recall  the 
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chapter  in  which  the  highly  ornamented  canoe  is  so  elabo- 
rately analyzed.^  The  distinction,  which  has  doubtless 
puxxled  many  readers,  is  explained  by  Professor  Seligman 
with  much  care,  as  "Clark's  law,  from  its  first  formulator." 
Yet  I  have  never  been  able  to  find  in  this  law  anything 
more  than  a  prolonged  statement  of  things  sufficiently 
obvious,  with  no  application  or  conclusion  of  serious  con- 
sequence for  the  understanding  of  economic  phenomena. 

There  are  passages  in  Professor  Seligman's  book  where 
either  the  reasoning  is  at  fault  or  else  the  exposition  so 
brief  that  it  is  impossible  to  make  out  just  what  the  rea- 
soning is.  Sometimes,  too,  there  is  positive  carelessness. 
A  few  instances  will  indicate  the  sort  of  criticism  I  feel 
compelled  to  offer  on  the  book  in  this  r^ard. 

Of  marginal  utility  it  is  said  that,  "if  in  the  case  of  five 
apples  the  marginal  utility  of  each  is  five  units  of  satisfaction, 
that  of  the  stock  will  be  five  times  five,  or  twenty-five; 
but,  if  in  the  case  of  eight  apples  the  marginal  utility  of  each 
falls  to  three,  that  of  the  stock  will  be  eight  times  three, 
or  twenty-four.  Yet  the  total  utility  of  eight  apples  is 
certainly  morp^hairthat  of  five"  (p.  177).  Do  we  apply  the 
notion  of  macf^^^jMi^  to  a  "stock,"  or  measure  total 
marginal  utiU^r^^iedistinguished  from  total  utility?  Pro- 
fessor Selign:^  probably  has  it  in  mind  that  total  exchange 
value  is  ascertained  through  multiplying  by  the  number  of 
units  the  value  fixed  by  marginal  utility.  He  seems  to 
confound  total  exchange  value  with  total  utility.  Inci- 
dentally, it  may  be  noted  that  his  conception  of  consumer's 
surplus  is  quite  different  from  that  of  Professor  Marshall,  to 
whom  he  refers  (p.  194). 

Under  the  "law  of  joint  cost^^by-products  and  the  like 
S\— there  is  the  following:  " ^%n^-domeetic  manufacturers 
^t  rid  of  a  portion  of  their  OTjBkis  output  by  'dumping'  it 
abroad  at  prices  far  lower  thah-4HK>me,  it  does  not  follow 
that  the  lower  foreign  prices  make  the  domestic  price  higher 
than  it  would  otherwise  be.  On  the  contrary,  the  foreign 
sales  at  the  lower  price  may  be  the  only  means  of  keeping 

1  See  his  DittrHmtion  of  WoaUk^Ji.  xvi. 


Digitized  by 


Google 


NOTES  AND  MEMORANDA  631 

the  factory  going,  and  may  thus  make  the  domestic  price 
lower  than  it  would  be  if  the  producer  had  to  charge  up  to 
his  domestic  goods  the  total  expenses  of  unremunerative 
production"  (pp.  262,  263).  On  this  it  is  to  be  remarked, 
first,  that  here  we  have  no  case  of  joint  cost  or  of  by-products. 
The  theory  of  joint  cost  refers  to  different  commodities — 
say  wool  and  mutton — ^produced  by  the  same  operation. 
"Dumping"  means  that  different  units  of  the  same  com- 
modity are  sold  in  one  market  cheaper  than  in  another, — 
quite  another  phenomenon.  Second ,  what  curious  reasoning 
is  this  about  the  effects  of  dumping!  Does  the  diminution  of 
the  supply  sold  in  the  domestic  market  really  make  prices 
lower  at  home,  or  does  it  make  them  higher,  as  it  is  clearly 
meant  to  do  ?  What  becomes  of  our  reasoning  as  to  marginal 
utility  and  the  familiar  effect  of  a  decrease  in  supply  on 
price?  And  is  there  some  immanent  force  which  compels 
manufacturers  to  engage  in  "unremunerative  production" 
and  to  "charge  up"  the  expenses  thereof  to  some  persons  or 
other? 

Professor  Seligman  rejects  the  strict  quantity  theory  of 
money  in  one  passage:  "Doubling  the  quantity  of  money 
will  not  result  in  doubling  the  price  level : . . .  the  relation  of 
quantity  to  value  is  not  precisely  proportional"  (p.  466). 
Yet  on  the  next  page  (466)  he  says  that  "the  volume  of 
money  multiplied  by  the  rapidity  of  circulation  is  equal  to 
the  number  of  transactions  in  cash  that  are  effected  at  a 
given  price  level."  The  language  is  not  careful:  "the  vol- 
ume of  money"  cannot  be  accurately  said  to  be  equal  to 
"the  number  of  transactions";  but  is  not  this  precisely  a 
statement  of  the  quantity  theory,  with  that  qualification 
as  to  rapidity  of  circulation  which  has  always  been  part 
of  it?  Yet,  as  to  "fiat"  money  (very  briefly  discussed), 
it  is  said  that  the  legal  tender  quality  will  not  prevent  de- 
preciation "unless  its  quantity  is  carefully  restricted  and 
unless  it  is  kept  redeemable  in  metallic  money"  (p.  463). 
I  have  italicized  the  word  "and,"  smce  the  clause  following 
it  states,  of  course,  the  case  of  paper  money  which,  being 
redeemable,  is  not  of  the  fiat  kind.    Apparently,  Professor 
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Seligman  believes  that  paper  which  is  really  inconvratible 
will  depreciate,  however  limited  its  quantity.  But  it  is 
impossible  to  make  out  whether  he  does  or  does  not  accede 
to  the  strict  Ricardian  doctrine. 

A  most  curious  and  inexplicable  slip  is  made  in  the 
chapter  on  the  economic  history  of  the  United  States. 
There  the  recent  growth  of  manufacturers  is  referred  to, 
and  it  is  said  that  "it  will  surprise  many  readers  to  learn 
that  there  were  in  1900  six  classes  of  manufactured  products, 
each  aggregating  over  half  a  billion  dollars  in  value,  as  against 
one  agricultural  product  and  no  mineral  product"  (p.  104). 
The  figures  supporting  this  statement  (p.  105)  appear  on 
the  briefest  examination  to  be  worthless,  for  they  evidently 
give  the  gross  value  of  manufactures,  with  no  allowance  for 
materials  used.  Thus  pig  iron  is  given  under  mineral 
products  as  having  an  output  of  260  (millions),  while  under 
manufactures  we  have  ''iron  and  steel"  as  804,  with  no 
intimation  that  the  pig  iron  is  one  of  the  materials  used  in 
the  manufacturing  of  iron  and  steel,  not  to  mention  coal 
and  coke  and  the  like.  Slaughtering  and  meat-packing 
are  given  as  790,  and  men's  and  women's  clothing  as  575, 
again  with  no  regard  to  the  value  of  materials  used.  These 
figure  as  great  manufactures,  outaranking  every  agricultural 
industry.  By  this  sort  of  calculation  the  cotton  manufacture 
would  invariably  be  found  a  more  important  industry  than 
cotton-growing,  and  the  manufactxire  of  flour  more  important 
than  wheat-raising.  In  fact,  ''flouring  and  grist  mill" 
appear  in  this  list,  with  a  product  of  561  millions,  and  "bread 
and  bakery"  with  a  further  product  of  204  millions!^ 

*I  haT«  not  Ukcn  th*  trouble  to  ebeek  all  of  Prof«Mor  Seligman's  figores. 
The  followinc  eomperiioo  with  the  SioHttieal  Abalraet  indicates  the  aouree  end 
extent  of  hit  error  for  e  few  ensee: — 

Selioman'B  StaHaL  Aha^^et 


Oroaa.        FoImo/ 


Cotton  mnnufeeture 330  339  176 

SUui^terinc  and  meat-paeking 790  790  687 

Lumbering 567  567  318 

Foundry  and  maehine  shop 645  645  286 

Flouring  and  grist  mill 561  561  476 

Boots  and  shoes 261  261  169 
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Some  of  the  passages  just  considered  suffer  from  unduly 
brief  exposition.  The  book  is  on  an  encyclopedic  plan,  and, 
as  a  text-book,  suffers  from  covering  so  much  ground.  Pro- 
fessor Seligman  has  tried  to  pack  too  much  into  it.  He  has 
left  himself  no  chance  for  reasoning  with  his  audience.  Our 
subject  offers  pecuhar  opportunities  for  training  people  to 
think,  and  to  think  with  care  and  consistency.  This  essen- 
tial end  has  not  been  attained,  I  cannot  but  believe,  in  Pro- 
fessor Seligman's  book,  which,  therefore,  seems  to  me  not 
commendable  for  use  with  students.  This  conclusion,  and 
the  general  criticisms  on  the  book,  I  offer  with  much  r^ret, 
yet  with  a  feeling  that  we  economists  owe  it  to  our  subject 
to  deal  frankly  one  with  another. 

F.  W.  Taussig. 
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Am  mtitritk  pr^/Lced  to  a  HtU  indieaUi  a  9teon4  and  mon  dMailed  noHet  of  a  book 
a$moumeod  in  a  provioua  number. 


I.  0«Mna  Works.  TbeorjandlttHIt^ 

n.  TteZiborPiobtaB. 

III.  BoelAliam. 

IV.  LmmI  and  AiirarUui  Prol>leBS. 
V.  Popalatlon  and  Micratloa. 

VI.  TnnaporUtioiL 

VII.  Forelsn  Trade  and  Oolonlsatloa. 


VIII.    Monesr.  BaakSiif  and  Krchangcw 
IX.    Finance  and  Taxation 
X.    Capital  and  Ita  Organlaatlon:  Ooai- 

Dinatlona. 
XI.   Soonomlo  History. 
XII.    Deeorlptlon  o<  Indiutilee  and  Be- 


XIII.   Statlatioal  Theoty  and  Practtee. 
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I.    OENSRAL  WORKS.    THEORY  AND  ITS  HISTORY. 


Ammon  (O.).  Die  Bedeotuns  des 
Baoernstandes  fur  Staat  and  Ge- 
selltchaft.  Soiial-anthropolog- 
iache  Studie.  Berlin:  Trowitsch 
A  Sohn.  1906.  8to.  pp.  41.  1  m. 
[Prepared  as  a  oompetitiye  es- 
say for  an  affricaltnral  journal; 
now  revised  dy  the  aathor  for 
independent  pnblication.] 

BmsT  (F.)  FrM^ric  Bastiat 
L^homme — l*€conomiste.  Paris: 
Oiard  et  Bri^re.    1906.   dra    8fr. 

FuHEB  (L).  A  Brief  Introduction 
to  the  Infinitesimal  Calcolns. 
Third  edition.  New  York:  Mac- 
millan.  1906.  12mo.  pp.84.  75 
cents. 

[A  new  edition,  revised  and  en- 
larged, of  this  useful  aid  to  stu- 
dents of  mathematical  economics.] 

OoNNBB  (E.  C.  K.).  Interest  and 
Saving.  London:  Macmillan. 
1906.    8vo.    pp.  188.    Ss.  6d. 

BiBBB  (Ch.  de).  Le  Play  d^apr^s 
sa  Correspondance.  Paris:  V. 
Lecoffre.  1906.  12mo.  pp.  265. 
2fr. 

[A  second  edition  of  this  useful 
work.] 

RoBCHSB  (W.).  System  der  Volks- 
wirthschaft  Band  I.  Orundlagen. 
24  Auflage.  Stuttgart:  Gotta. 
1906.    8vo.    pp.  910.    14  m. 

[This  edition  has  been  revised 
and   enlarged  by   Dr.    R.   Pohl- 


mann,  and  contains  a  portrait  of 

Roscher.] 
ScHMOLLBB  (O.).    Priuclpes  d'^co- 

nomie  politique.    VoL  III.    Paris: 

Oiard  et  Briere.    1906.    Svo.    pp. 

600.    10  fr. 
[Continuation  of  this  excellent 

translation.] 
Tbbkbt  (X.).    Notions  d^^conomie 

politique.    Paris:  Picard  et  Kaan. 

1906.     12mo.    2fr. 
[A  text-book  for  schools.] 
Waxwbileb  (E.).    Esquisse  d'une 

sociologie.    Paris :  Oiard  et  Briere. 

1906.    8vo.    12  fr. 
Wixsb  (L.).    Zur  Orundlegung  der 

Oesellschaftsl^ire.  Jena:  Fischer. 

1906.    Svo.    pp.  148.    8  m. 
[A  statement  and  criticism  of 

Spencer^s  sociological  doctrines.] 


In  Periodicals 

Bbe^ciIlNI  (C.)<  Lft  distribuiioiie 
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trj&U  e  region  i  agricoTe  in  jilcunl 
stAtL     Glom.  degti  Ei!on..  Miireh. 

Cabv£:r  (T.  N.K  How  oaght 
Wealth  to  be  Diaiributed?  At- 
Untie  Monthly^  June. 

ELLta  (Miriam  A.).  Variations  In 
the  EditioDs  of  MUr«  PoHlic^l 
EcoDamy.  Ecoti.  Jo  urn. »  Jiuu^ 
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pointed  out  in  the  editions  from 

1848tol88ej 
Hasbach  jfw.).    Diehls  Erlauter- 

ungen  zu  Ricardos  Onmdgetetzen. 

Jahrb.  f.  Gesetig.,  1906,  Heft  2. 
LoRiA    (A.).    Appunti  critid  alia 

teoria  del  costo  di  riprodozione. 

GionL  degli  Econ.,  March. 
Mabtbllo   (T.)*     Francesco  Fer- 

rara.    Giom.  degli  Econ.,  March. 

[A  funeral  oration.] 
Saleebt  (C.  W.).    The  Essential 


Factors    of    Progress.     Monthly 

Rev.,  ApriL     [A   discriminating 

presentation   of  the   problem  of 

race  imjmyement.] 
8chadb(E.)*    Bohm-BawerksZins- 

theorie.       Ann,     des      Deutsch. 

Reichs,  1906,  3  and  4.    [Severely 

critical.] 
Yoltebea  (Y.).   L' economia  mate- 

matica  ed  il  nuovo  mannale  del 

prof.  Pareto.    Giom.  degli  Econ., 

April. 
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Blacklet  (M.  J.).  Thrift  and 
National  Insurance  as  a  Security 
against  Pauperism.  London:  Patu 
A  Triibner.  1906.  8vo.  pp.  162. 
Is.  6d. 

Dawson  (W.  H.).  The  German 
Workman.  London:  P.  S.  King 
A  Son.  1906.  8vo.  pp.  320.  6t. 
[Studies  chiefly  the  working  of 
the  laws  and  institutions  desired 
to  beneflt  the  German  workmen.] 

Faibchild  (F.  R.).  Factory  Legis- 
lation of  the  State  of  New  York. 
Pubs,  of  Amer.  Econ.  Ass'n.  New 
York:  Macmillan.  1905.  8to. 
pp.  6+222.    $1. 
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tion, administration  of  the  acts, 
and  the  results.] 

Fbbbamd  (L.).  L'habiUtion  h  bon 
mareh^.  Preface  de  Jules  Siec- 
fried.  Paris:  Rousseau.  1906. 
8vo.    8  fr. 

Htteuif  (A.).  Der  Tarifrertrag 
xwischen  Arbeitgeber  und  Arbeit- 
nehmer.  Stuttgart:  Ck>tta.  1906. 
8to.    pp.  290.    6  m. 

[In  Munchener  Tolksw.  Fra- 
gen.) 

Lecoq  (M.).  Vers  la  Joum^e  de 
huit  heures.  Paris:  CheTalier  et 
RlTi^re.    1906.     16mo.    1.60  fr. 

Nbumakk  (F.  S.).  Streiknolitik 
und  Organisation  der  paritatischen 
Arbeitsnachweise  in  Deutschland. 
Jena:  G.  Fischer.  1906.  8to. 
pp.  76.    2  m. 

Noel  (C).  The  Labor  Party :  What 
it  Is  and  What  it  Wants.  London : 
T.  Fisher  Unwin.  8to.  pp.  186. 
Is.  6d. 

Petebs  (W.).  Zur  neuesten  Ent- 
wickelung    des    Genossenschafts- 


wesens  im  Handwerk.  Crefeld. 
W.  GreTen.  1906.  8to.  pp.  126. 
3  m. 

Sakolski  (A.  M.).  The  Finances 
of  American  Trade  Unions. 
(J.  H.  U.  Studies,  Series  24,  Nos. 
8, 4.).  Baltimore:  Johns  Hopkins 
Press.    1906.    8vo.    pp.  162. 

[An  excellent  monograph,  deal- 
ing with  trade-union  rcTenues, 
expenditures,  and  financial  ad- 
ministration.] 

ScHXTLTE  (Dr.).  Die  Entlohnungt- 
methoden  in  der  Berliner 
Maschinenindustrie.  Berlin:  L. 
Simion.  1906.  8ya  pp.  119. 
3  m. 

[In  the  series  already  noted; 
see  Bosselbnan  in  bibliography 
for  May.1 

TuBOT  (M.)  et  Bellamy  (H.).  Les 
habitations  k  bon  march^.  Paris: 
Alcan.    1906.    8yo.    6fr. 

Wbioht  (C.  D.).  The  Battles  of 
Labor.  PhUadelphia:  G.  W.  Ja- 
cobs A  Co.  1906.  12mo.  pp.220. 
$1. 
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considers  the  ethical  aspects  of 
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AiMES  (H.  H.  S.).  The  Transition 
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difficulties  involTed  in  the  transi- 
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BuTLEB  (Amos  W.).  A  Decade  of 
Official  Poor  Relief  in  Indiana. 
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Amar.  Journ.  Soclol.,  May.  [An 
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Cbcil  (Wm.).  The  Unemployable. 
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CoLBTTi  (F.).  Del  ooeto  degli  ed- 
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lUforma  Soc,  April. 

CouBTnr.  Ueber  die  Wirkongen 
der  Subilitierong  Ton  Werkttit- 
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Dawsoit  (W.  H.).  The  Legal  Poei- 
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of  the  state  of  German  law  as  to 
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in  the  Transvaal:  A  Justification. 
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Stbaohbt  (St  L.).  Does  the 
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Erit  Bl&tter  f.  d.  get.  Soxw.. 
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ArbeiterTersicherung.  Jahrb.  1 
Nat  Oek.,  March. 
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extend  the  sphere  of  Tolnntary 
co-opentlonj 
Uksioksd.     The  Boyal   Poor-law 


CommUslon  of  1905,  and  the  Con- 
dition of  the  Poor.  Edinb.  ReT., 
AprU. 


III.    SOCIALISM. 


Bax  (B.  B.).  Essays  in  Socialism. 
London:  Richards.  1906.  Sro. 
pp.  346.    6f . 

BoxTBOUiK  (M.).  Die  socialistischen 
Systeme  nnd  die  wirtschaftliche 
Entwickelung.  Autor.  Uebersetz- 
nng  Yon  L.  Katzenstdn.  Tiibin- 
een:  J.  C.  B.-  Mohr.  1906.  8to. 
8  m. 
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tum.    New  York:  Putnam's. 
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Salxxbt  (C.  W.)  Individualism  and 
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257. 
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Bri^re.    1906.    8vo.    2fr. 

In  PeriodieaU. 
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veur.   1906.    18mo.    pp.304.    2  fr. 
CoNSTAHTiK  (J.).     lie  transform- 

isme    applique    k    ragriculture. 

Paris:  Alcan.    1906.    8yo.    6  fr. 
Cbonsb    (J.).     Der    Grundbesitz- 

wechsel  in  Berlin,  1895-1904.  Eine 

sUtistische   Studie.      Berlin:   G. 

Reimer.      1906.      8vo.       pp.    97. 

1.50  m. 
[Prepared   by  the  secretary  of 

the     Aeltesten    der    Kaufmann- 

schaft,  from    statistics    gathered 

for  that  body.] 
Lkcabpbmtibb  (G.).    La  question 

agraire   d^Ecosse  et  les  crofters. 

Paris:  Rousseau.    1906.  8yo.    pp. 

84.    2.50  fr. 
Lboithabd  (R.).    Eomhauser  wie 

Getreidehandel.    Ein  Beltrag  xur 

deutschen  Agrarpolitik.    Munich: 


E.  Reinhard.   1906.   8Ta   pp.205. 
4  m. 
Pbatt  (E.  a.).    Transition  in  Agri- 
culture.     London:     J.    Murray. 
1906.    8vo.    pp.  364.    5«. 

In  PeriodieaU. 

Bbozzi  (UX  Sui  salart  agricoli  nel 
Pavese.  Giom.  degU  Econ.,  ApriL 

Cammabius  (A.).  Travaux  et  pro- 
Jets  d'irrU^tion  dans  Tancien  con- 
tinent Rev.  Econ.  Intern.,  May. 
[Irrigation  in  Asiatic  countries.] 

Chxssa  (F.).  I^  condizioni  econo- 
miche  e  sociall  del  contadini  dell' 

rdi  Sassarl  (concluding  arti- 
Riforma  Soc.,  April. 
Hahn  (E.).    Die  primitive   Land- 
wirtschaft,  IIL  and  IV.    Zeitsehr. 
f.  Socialw.,  April,  May. 
Hook  (A.).     The  Problem  of  the 
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Unearned  Increment.  Boon.  ReT., 
April.  [Discuaees  the  problem 
from  the  point  of  ylew  of  the  con- 
stmctiTe  legislator  intent  npon 
reform.] 
KnsBRiTZKT  (E.).  BanstellenprelM 
und  Hansflachenwerte.  Jahrfo.  f. 
Nat.  Oek.,  April. 


Pbtbt  (J.).  Der  yiedersane  der 
Hambergs-  oder  Waldfeldwirt- 
schaft.  Jahrb.  f.  Nat.  Oek., 
March. 

WnrFBST  (R.).  The  Progress  of 
the  Small  Holdings  MoTement. 
Econ.  Joum.,  June.  [Narrates 
some  promising  experiments.] 


T.    POPULATION  AND  MIGRATION. 


CoirrKirTO  ( A.).  La  popoUsione  Te- 
nesiana  dopo  11  1871.  Comparata 
eon  qnella  delle  maggiori  citt4 
italiane.  Yenesia.  vm.  8to. 
pp.  137. 

CoRsiDOBB  (F.).  La  popolasione 
dello  Stato  romano  (1656-1001). 
Rome:  E.  Loescher.  1906.  8to. 
pp.287.    6L 

Macquabt  (E.).  Les  mouTements 
de  la  poptuation  et  de  la  richesse 


prlT^   de    la    Franca.      Nancy: 
berger-Leyrault.    1006.    8to. 

In  PeriodicaU. 

Bosco  (A.).  L'  emigrazione  del 
mesxogiomo.  Giom.  degli  Eoon., 
ApriL 

Rathokk  (K.).  Die  Auswander- 
ung  als  Weltwirtscbaftliches  Prob- 
lem. Jahrb.  f.  Gesetzg.,  1906, 
Hefts. 


VL    TRANSPORTATION. 


JoBVBOir  (E.  R.).  Ocean  and  In- 
land Water  Transportation.  New 
York:  Appleton.  1906.  8vo.  pp. 
xxU,  395.    $1.50. 

[A  conTcnient  treatise;  serrlce- 
able  as  a  text-book  and  work  of 
reference.  Treats  of  ocean  trans- 
portation folly;  of  inland  water 
transportation  more  briefly.] 

PAB80V8  (F.).  The  Railwap,  the 
Trusts,  and  the  People.  Part  I. 
Philadelphia:  Pubs,  of  the  Equity 
Series. 

[Deals  with  the  political  and  the 
economic  relations  of  railways. 
Argues  that  public  control  has 
failed.  The  forthcoming  second 
part  will  set  forth  the  argument 
in  favor  of  public  ownership.] 

PsNSA  (H.).  La  R^publique  et  le 
canal  de  Panama.  Paris:  Ha- 
chette.    1906.    8to.    7.50  fr. 

Pbatt  (E.  A.)  British  Canals:  Is 
their  Resuscitation  Possible? 
London:  J.  Murray.  1906.  8to. 
pp.  172.    2s.  M. 

In  PeriodicaU. 
Baksb  (H.  G.  a.)  American  Rail- 
way Rates.  Econ.  ReT.,  April, 
r Judicious  in  tone,  thus  contrast- 
ins  favorably  with  most  that  is 
written  In  this  country.] 


Babker  (J.  K).  The  Shipbuilding 
and  Shipping  Industries  of  Ger- 
many.   Oontemp.  Rev.,  March. 

MsTSB  (H.  R.).  A  Reply  to  Pro- 
fessor B.  H.  Meyer.  Councillor 
Leyen,  Professor  W.  Fischer. 
Joum.  Polit.  Econ.,  ApriL  [A 
vigorous  reply,  covering  many 
points  of  detail,  to  criticisms  of 
the  author^s  book  on  Govern- 
ment Regulation  of  Railway 
Rates.] 

ScHWABE.  Ueber  die  Betrteb*mLi- 
telgemelnachaft  tier  deutseheii 
Eiseubahnen.  Jahrb,  f.  Gesetxg., 
HHXi,  Heft  2. 

Thambu  (C.K  DeutschlaDdfl  Ge- 
treldpernte  im  Jahre  19(U  und  die 
Eisi^nbahnen.  Archiv  fiir  Eisen- 
bnbnw.,  mm.  Heft  3.  [Prewats 
elaborate  trafllc  statistics.] 

mtirins.     Rev.  Econ.  Intern.,  May, 

[  History  ot  tUo  cables,  and  exami- 

natlon  of  tlwJr  tariffs.) 
Unsujnkd.      Die   Eisenbabneu  der 

Erde.     Arclilv    fiir   Efsetibahnw., 

l\^m,    Heft   3,       [Conjpr^hensite 

statistical  survey*] 
— — -.     Die  Eisenbaho^n   In  Ans^ 

tr&iien.     Arcliiv  fiir  Eisenbahnw,. 

19(.>6,  Heft  e.     [Statistical  results 

for  1903  and  1901.] 
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VII.    FOREIGN  TRADE  AND  COLONIZATION. 


Chubchill  (W.  8.).  For  Pre« 
Trade.  London:  Humphries. 
1906.    8yo.    pp.  136.    Is. 

CxTNNiNGHAM  (W.).  Wisdomofthe 
Wise:  Three  Lectures  on  Free 
Trade  Imperialism.  Gambridse: 
UniT.  Press.  1906.  8to.  pp.  184. 
2s. 

Fakno  (M.).  L'  espansione  com- 
merdale  e  coloniale  degli  stati 
modemi.  Turin:  Bocca.  1906. 
8to.    pp.  514.    12  fr. 

[An  elaborate  systematic  treat- 
ise. ParU  I.  and  II.  give  a  his- 
tory of  colonization  by  Great  Brit- 
ain, Holland,  France,  Germany, 
United  SUtes,  Japan.  Part  III. 
giTes  a  theonr  of  the  causes  of 
colonisation,  f6r  which  three  his- 
torical stages  are  analyzed.] 

Gaffabsl  (P.).  Histoire  de  Tex- 
pansion  coloniale  de  la  France 
depuis  1870  Jusqu'en  1908.  Paris : 
Challamel.    1906.    Sro.    8.50  fr. 

GiBBAL  (P.)  and  Others.  Les  col- 
onies fran^aises  au  d^ut  du  XX* 
si^cle.  Cinq  ans  de  progr^,  1900- 
1905.  Paris:  Chalbtmel.  1906. 
8Ta    9  fr. 

MA880N  (P.).  Marseille  et  la  colo- 
nisation fran^aise:  essai  d'histoire 
coloniale.  Paris:  Challamel  1906. 
8Ta    12  fr. 

Root  (J.  W.).  Colonial  Tariffs. 
Liverpool:  J.  W.  Root  1906. 
8to.    pp.  812.    7s.  M, 

[Giyes  account  of  the  tariffs  of 
British  and  other  colonial  de- 
pendencies.] 

RouGET  (F.).  L'expansion  colo- 
niale an  Congo  fran^is.  Paris: 
Larose.    1906.  8vo.  pp.942.   10 fr. 

Tbeillk  (G.).  Organisation  sani- 
taire  des  colonies.    Progr^s  r^- 


is^s,    progr^     k    faire.     Paris: 
Challamel.    1906.    8yo.    dfr. 


In  PeHodieaU. 

AHTOir  (G.  K.).  Studien  zur  Kolo- 
nialpoliUk  der  Niederlande.  L 
Die  Rohrzuckerindustrie  auf  Java 
nnd  die  Eiiu^borenen.  Jahrb.  f . 
Gesetzff.,  1906,  Heft  2. 

— .  Zur  Handelsbilanz  der 
niederlandischen  Ostindien. 

Jahrb.  t  Nat.  Oek.,  May.  [GiTea 
commercial  statistics  of  the  Dutch 
East-India  colonies.] 

Gnurm  (K).  La  protection  et  le 
progrte  indnstriel  de  Tltalie. 
Joum.des&on.,May.  [Attempt* 
to  show  statistically  how  Itaiy^s 
development  has  been  retarded  by 
thetMAffofl887.] 

Price  (L.L.).  The  Fiscal  Question: 
Retrospect  and  Prospect.  Econ.. 
Rev.,  April.  [More  in  the  way  of 
retrospect  than  prospect.] 

Smith  (J.  Russell).  Ocean  Freight 
Rates.  Pol.  Sci.  Quart,  June. 
[A  valuable  article,  describing  the 
conditions  of  ocean  transporta- 
tion, the  factors  bearing  on  rates, 
and  the  attempts,  usually  futile^ 
to  fix  rates  by  agreements  or 
combinations.] 

STXBKseo  (C.  T.  von  L).  Les  pr^ 
sents  aspects  du  d^veloppement  de 
r^conomie  mondiale.  JtCev.  £con. 
Intern.,  April.  [Examines  the  in- 
fluence of  Japan  upon  the  trade 
I>olicies  of  other  countries.] 

Tatlob  (N.  M.).  Free  Trade  and 
Protectionism.  Westm.  Rev..  May. 

UKSieNBD.  Protection  and  the 
Working  Classes.  Edinb.  Rev.,. 
Jan. 


Vm.  MONEY,  BANKING  AND  EXCHANGE. 


EiCHHOLTZ  (Tb.).  Nationale 
deutsche  Bankpolitik  unter  bes. 
Berucks.  der  deutschen  Uebersee- 
ond  Kolonialbanken.  Berlin: 
W.  Susserott.  1906.  8vo.  pp. 
177.    7  m. 

Favbe  (J.).  Les  changes  d^pr^ci^. 
£tudes  sur  la  situation  mon^taire 


de  TEspame,  le  Mexique,  la  R^- 
publique  Argentine,  le  Maroc,  la 
Chine,  etc  Paris:  Chevalier  et 
Riviere.  1906.  16mo.  8.80  fr. 
HuGSNBEBe  (A. ).  Bank-  und  Ere- 
ditwirtschaf  t  des  deutschen  Mit- 
telstandes.  Munich:  J.  F.  Leh- 
mann.    1906.    8vo.    pp.121.  8  m. 
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BixMKB.  Zur  Sntwickehmgtge- 
•chichte  der  deutadiai  OroM- 
banken  in  bet.  Rockt.  anf  die 
Konxenirmtionsbestrebiingen.  2 
Termehrte  Aoflage.  Jena:  G. 
FiMher.    Sro.    pp.  387.  7  m. 

[The  lint  edition  waa  published 
in  1005.] 

RossLB   (A.).     Die  Entwickelnng 

der  schweixeriichen  Kredit-anstalt 

in  Zurich.    Zikrich:  Rascher  ACa 

8yo.    pp.  288.    2.80  m. 

[In  Zoricher  Yolksw.  Studien.] 

Smith  (C.  W.).  International 
OambliDg  in  Faturee  the  Eco- 
nomic Rain  of  the  World.  Lon- 
don: King.    1900.    8va    pp.  354. 

/m  PerMUeaU. 

Cahotai  (T.).  La  sUtisUea  inter- 
naiionale  delle  fluttoaiioni  decli 
incaeti  e  del  portafoglio  deUe 
banche.  Giom.  degU  Econ., 
March. 

Lkwandowski  (M.).  Le  march^ 
de  Paris.  Rct.  £con.  Intern., 
May.  [The  writer,  a  director  of 
the  Comptoir  National  d'Es- 
compte,  describes  the  organixa- 
tion  and  resources  of  Paris  as  a 
financial  centre.] 


Lots  (W.).  G.  F.  Knappa  neoe 
Geldtheorie,  L  Jahrb.  f.  Geeetag., 
1906,  Heft  2. 

NussBAUM  (A.).  Zur  neneren  Ent- 
wickelung  des  dentschen  Bank- 
wesens.  Zeitschr.  f.  Sodalw., 
May.  [A  sunreyof  recent  litera- 
ture.] 

RosBVDOBFF  (R.).  Zur  nenesien 
Entwickelung  des  deutachen  Ana- 
landsbankwesens.  Jahrb.     1 

GeseUg.,  1906,  Heft  2. 

— — .  Treuhandgesellschaften  und 
ihre  Funktionen.  Jahib.  t  Nat. 
Oek.,  May.  [On  trust  companies 
In  Gennany.] 

RozEiTROOD  ^A.).     Le  march^  de 

&00 


ReT. 


on.     Intern., 


Loodres. 
April. 

Taussio  (F.  W.).  Reform  in  Cur- 
rency and  Banking,  with  Special 
Reference  to  Crises.  Ameriesn 
Banker,  May  12,  1906.  [An  ad- 
dress delivered  before  the  Savings 
Bank  Association  of  the  Bute  of 
New  York.) 

VoiGT  (A.).  Die  staatliche  Theorie 
des  Oeldes.  Zeitschr.  f.  d.  ges. 
SUaUw.,  1906,  Heft  2.  [A  criti- 
cism of  G.  F.  Knapp's  recent 
book.] 


IX    FINANCE  AND  TAXATION. 


ABMiTAGK-SMrrH  (G.).  Principles 
and  Methods  of  Taxation.  Lon- 
don: J.  Murray.  1906.  8to.  pp. 
204.    b9. 

Bbbbs  (E.).  Les  regies  et  les  con- 
cessions communales  en  Belgique. 
ParU:  GUrd  et  Bri^re.  1906. 
8yo.    12  fr. 

Bbunhubbb  (R).  Die  Werteu- 
wachssteuer.  Zur  Praxis  und 
Teorie.  Jena:  G.  Fischer.  1906. 
Svo.    pp.  121.    2  m. 

CouLON  (E.).  Tarif  pratique  des 
droits  de  douane  et  de  statistique. 
2™«  Edition  mise  k  jour.  Paris: 
Challamel.     1906.    8vo.    6fr. 

•Fox  (A.  Wilson).  Notes  on  the 
Proposals  to  ler^  Rates  in  Re- 
spect of  Site  values.  London: 
F,  S.  King.  1906.  8to.  pp.  124. 
8s.  6<l. 

[A  summary,  by  the  secretary  of 
the  Royal  Commission  on  Local 


Taxation,  of  the  results  on  this 
topic] 

Hattori  (B.).  Local  Finance  in 
Japan  in  Relation  to  Imperial 
Finance.  Princeton:  Princeton 
Press.    1906.    8Ta    pp.  90. 

KncMiCH  (K.).  Die  Ursachen  der 
niedrigen  Eursstandes  deutscher 
Staatsanleihen.  Eine  Untersuch- 
ung  iiber  engl.,  franz.,  und 
deutschen  Staatskredit.  Stutt- 
gart:     ('oUa.      IfiOa      8to^      pp, 

[In  Miinchener  Volkiw.  Stu^ 
dien.] 

E0X8TAM.  Kate»  and  Taxes.  Lon- 
don: Butienrorth,    1906.   Sta.  5j. 

La>ok  {M.  E.).  IjOCmI  Taxstjon  in 
LcmdoQ.  London:  King.  190^ 
Svo.    pp.  58.     li. 

L  AN  WICK  (M*).  Les  tinances  d€  U 
Ru93[«  el  la  crise  actueik.  Paris: 
Giard  et  Bri^re.   1906,    Sto.    dOc 
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Mbblx(L.).  LajuUoedmosrimpdt 
et  l*imp6t  8iir  le  rertnu  en 
Fnnee.  Puis:  Pedone.  1900. 
8to. 

MOBSL  <A.).  Let  dfaeatemenU  de 
crMit  en  mati^re  ae  fiiuuices  n»- 
tionales.  Pftrie:  Gimid  et  Bri^re. 
1900.    8to.    10  fr. 

PsTiT  (E.).  Progrmmme  d'nn  coon 
de  legislation  et  sdenoe  flnand^re 
profess^  k  la  facoH^  de  droit  de 
roitien.  Paris:  Roosseao.  1906. 
8to.    2fr. 

RowHTBBK  (J.)  and  Shsbwbll 
<A.).  Taxation  of  the  Liquor 
Trade.  Tol.  L  London:  Mac- 
millan.  1900.  8vo.  pp.  560. 
10s.  6tf. 

[An  important  investigation, 
both  from  the  financial  and  the 
social  points  of  view.  The  first 
important  work  in  Eng^h  upon 
the  subject.] 

UirsieiTBD.  Conto  dell*  amminis- 
trazione  delle  finanze  del  r^;no 
d'  lulia  neir  anno  1818  e  bndget 
per  r  anno  1814  (con  prefazione 
di  SilYio  Pellini).  Aosta.  1906. 
4to.    pp.  70. 


In  PeriodieaU. 

Bbll  (W.  T.).  Should  the  Death 
Duties  be  increased?  Westm. 
Rer.,  AprlL 

CoHN  (O.).  On  Some  Unsettled 
Questions  of  Public  Credit.  Econ. 
Joum.,  June.  (Describes,  but 
does  not  attempt  to  explain,  the 
difference  in  return  to  the  inves- 
tor among  the  obligations  of  Eu- 
ropean countries.  1 

Fakito  (M.).  Deua  ripercussione 
dei  dazi  variabilL  Giom.  degli 
Econ.,  April. 

Gautikb  (L.).  La  proportionality 
de  rimp6t  des  patentes  et  la  loi  de 
1898.  Rev.  deScLetdeLeg.Fin., 
IV.,1. 

Katzknstbih  (L.).  Die  Reichsft- 
nanzreform.  Ann.  des  Deutsch. 
Reichs,  1906,  3.  [Advocates  abo- 
lition of  matricular  contributions 
and  reform  of  duties  on  liquor 
and  tobacco,  as  well  as  an  imperial 
inheritance  tax.] 

TivABONi  (L).  Le  imposte  di  famig- 
lia  e  di  valore  locativo  seoondo 
la  teoria  e  il  diritto  posiUvo. 
Giom.  degli  Econ.,  ApriL 


X.    CAPITAL  AND  ITS  ORGANIZATION:  COMBINATIONS. 


FABRAoeiAKA  (G.).  La  munid- 
palizzazione  del  pubblid  servizt: 
studio  economico-sociale,  con  com- 
mento  alia  legge  29  marzo  1908, 
BO.  108.  Turin:  S.  Lattes  e  C. 
1006.    16mo.    Dp.  825.    81. 

LnrDBMAKir  (AX  Stadteverwalt- 
ung  und  MunlciDal-Sozialismus 
in  England.  2  Auflage.  Stutt- 
gart: DIetz.  1906.  pp.  816.  2  m. 
[This  new  edition  seems  to  be 
unchanged  except  for  a  new  pref- 
ace.) 

Moody,  (J.).  The  Art  of  Wall 
Street  Investing.  New  Yoric: 
The  Moody  Coiporation.  1906. 
12mo.    pp.  167.    $1. 

[Of  interest  to  students  as  well 
as  investors.] 

.  Moody's  Classified  Invest- 
ments. New  York:  The  Moody 
Corporation.    1906.    $10. 

Q.  P.  How  to  buy  Life  Insurance. 
New  York:  Doubleday,  Page  A 
Co.    1906. 


Shadwbix  (A.).  Industrial  Effl- 
dency.  New  York:  Longmans, 
Green  A  Co.  1906.  8vo.  17. 
[A  valuable  comparative  study 
of  Ensland,  Germany,  and  the 
UnitedStates.] 

Unftbd  States  (official).  Report 
of  the  Commissioner  of  Corpora- 
tions on  the  Transportation  fk  Pe- 
troleum. Washington:  Govern- 
ment Printing  Office.  1906.  8vo. 
pp.  512. 

[Presents  evidence  of  favoritism 
by  the  railroads  to  the  Standard 
Oil  Company.] 

Uksigmbd  (official).  Denkschrift 
fiber  das  E^artdhresen.  Bearbdtet 
tm  Rdchsamt  des  Inneren.  Thell 
1,  2.  Berlin:  C.  Heymann.  190^ 
1906.    4to.    2.60  m. 

[Part  1,  the  most  Important  in 
this  set  of  documents,  is  out  of 
print  and  difficult  to  procure. 
Part  2,  on  Bome  legal  questions,  is 
10  be  had.] 
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In  PeriodicaU, 

Bbookb  (R.  C).  The  MoniciiMa 
6m  Works  of  Berlin,  II.  Yale 
ReT.,  May.  [Commendatory  on 
the  wholej 

Bullock  (C.  J.)-  Life  Insurance 
and      Speculation.  Atlantic 

Monthly,  May. 

BuRDKTT  (E.  w.).  Municipal  Own- 
ership in  Great  Britain.  Joum. 
Polit  Econ.,  May.  [An  elaborate 
paper  by  attorney  for  electric 
lighting  company,  who  examines 
the  situation  most  fully  as  to 
electric  lightins  and  telephone, 
and  finds  the  financial  and  eco- 
nomic results  unsatisfactory.] 

Ck>CKBRSLL  (T.  D.  A.).  Municipal 
Activity  In  Britain.  Amer.  Joum. 
Sociol.,  May.  (Written  with  a 
strong  socialist  bias.] 

GB088CUP  (P.).  Shall  our  Corpora- 
tion Policy  be  Reformed,  or  shall 


the    Corporation   be   Destroyed? 
Intemation,  ApriL 

LsscusK  (J.).  Ii*^Tolution  du  car- 
tell  dans  la  grande  Industrie  alle- 
mande  de  la  houille  et  du  f er.  Rer. 
d'Econ.  Pol.,  May.  [A  brief  sum- 
mary of  recent  studies.] 
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